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PREFACE 


The Committee on Reconstruction asked me to undertake 
for them a study of the field "The Construction Industry in Relation to Post« 
War Economie Policy". This field was divided into a number of sections, the 
first of which ig presented herewith under the title “The Importance of 
Construction Industry in Relation to the Vanadian Boonomy". 


In order to give a picture of the structure and scope of 
the construction industry in Canada as completely as possible, I have not 
only used material kindly put at my disposal by the various goverment 
departments but I have also made a survey of views on problems relating to 
building and construction held by contractors, architects, editors of con- 
struction and building publications, producers of construction material and 
appliances, members of the Canadian Construction Association, the National 
Construction Council of Canada, and the Trades and Labour Congress. Much 
useful information was also put at my disposal by several government depart~ 
ments and research agencies in the United States. 


I have further put some of the more important points 
contained in this preliminary report before a few economists and other per= 
sons interested in the field of construction. A number of comments and 
suggestions were mace which I have embodied in this report, 

I wish to express my deep appreciation for the assistance, 
canments and criticism which I have received from the following: 

J, Albright, Aeting Chief Statistician, Census of Business, Department 

of Commerce, Washington, D.C. 


P. Bengough, Vice-President of the Trades and Labour Congress. 


He Je Bird, President and General Manager of Bird Construction Company, 
Limited, Winnipeg. 


We De Black, President of the Otis-Fensom Blevator Company, Limited, 
Hamilton. 


M, Bodfish, Executive Yice-Presicent of the United States Savings and 
Loan League, Chicago, UeSele 


Ke Me Cameron, Chief Engineer, Bepartment of Public Works. 


We He Carter of Carter~Halls-Aldinger Company, Limited, Contractors, 
Winnipeg. 


A. W, Crawferd, Direotor of Labour Relations, Department of Labour. 
S. A. Cudmore, Dominion Statistician, Dominion Bureau of Statistics. 
Be BE, Dabsen, Manager of Nesbitt, Thomson & Company, Limited, Ottawa. 


R, England, Secretary of the Committee on Demobilization and Rehabili- 
tation. 
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M, Fisher, Director of Researoh in Mortgage and Real Estate Finance, 
American Bankers Association, Washington, D.C. 


S, Fitzpatrick, Conservation and Civic Development Department, 
Chamber of Commerce, Washington, D.C. 


J. Fuglor, Builder -insTéoemhe. 
J. Garrard, Consus of Construction, Dominion Bureau of Statistics. 


GC, Goldenberg, Director-General of the Economics and Statistics 
Branch, Department of Munitions and Supply. 


Hereford, Controller of Records, National Selective Service, Departe 
ment of Labour. 


; Herring, Assistant Director of The National Resources Planning 
. Board, Washington, D.C. 


— . 


V 
F, Hinrichs, Acting Camissioner of Labour Statistics, United States 
Department of Labour, Washington, D.C, 


H. Hoben, Associate Director of The National Association of Housing 
Officials, Chicago, U.S.A. 


C, Jameson, Editor of The Daily Commercial News and Building Record, 
Toronto. 


A, Kayes, Canadian Johns-Manville Company , Limited, Toronto. 
We W. fine, Statistioal Department, Bank of Nova Scotia, Toronto. 
Leacy, Research Adviser's Assistant, Committee on Reconatruotion. 
Lewis, Secretary of The Co-Operative Commonwealth Federation. 


H. Losee, Mining, Metallurgical and Chemical Statistics Branch, 
Dominion Bureau of Statistics. 


Laxton, Research Department, Bank of Canada. 
EB. Mackay, Secretary, Ccmmittee on Reconstruction. 


Markus, General Secretary of The National Construction Counoil of 
Canada, Toronto. 


C. Marsh, Research Adviser, Committee an Reconstruction. 


S,. Milne, Vice-President of The Angus Robertson, Limited, Contractors, 


Montreal. 


S. Mooney, Executive Director of The Canadian Federation of Mayors 
and Municipalities. 


C. MacGregor, Professor of Econanics, University of Torontoe 

Le MoXellar, Statistician, Dominion Bureau of Statistics. 

Le Neal, Social Analysis Branch, Dominion Bureau of Statistica. 
He LeNeveu, Population Consus, Dominion Bureau of Statistice. 


We. Ninolls, Director of Housing Administration, Department ef 
Finance, 
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Ogilvie of Ogilvie & Company, Limited, Gontractors, Montreal, 


Piggott, President of The ‘artime Housing, Limited, 
Montreal. 


Riley, General Manager of The Canadian Construction Association. 


Rutley, Vice-President of The Foundation Company of Canada, 
Limited, Contractors, Montreal, 


Smith, Business Statistics Branch, Dominion Bureau of Statistics. 
Stirling, President of The Canadian Censtruction Association. 
Tait of The Canadian Industries, Limited, Montreal. 


Templeman, Chief Engineer of The Electrical Commission of the 
city of Montreal. 


Walker, Editor of "Building in Canada", Toronto, 


Wrong, Transportation and Public Utilities Branch, Dominion 
Bureau of Statistics, 


I am also indebted to the Stenographic and Document Section 


of the Department of Pensions and National Health for arranging the stencilling 
of the report including the 20 charts which I have drawn, and to the staff of 
the Committee on Reconstruction for the checking of figures and typing my report. 


Ottawa, November 1942. : - 0, J. Firestone, M.A., Ph.D. 
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SHCTION I. 


INTRODUCTION 


4 number of problems are included in a study covering such 4 
wide field as “The Construction Industry In Relation to Post-war conomic Folicy”’, 
First of all, we have to agree on a definition of the term ‘construction industry", 
Then we have to know its size in pre-war days and its extension due to war con- 
ditions and its importance for the Canadian economy, ‘ie have also to concern our- 
selves with a breakdown of the activities of the construction industry, its 
contribution to other industrial activities in Conada, its importance as a field 
of employment and as an industry giving employment to the construction material 
and transporting industries. Likewise we have to deal with the construction 
labour force, its skill and training, its age and regional composition, 
occupational changes and seasonal fluctuations, In this connection consideration 
must be given to construction workers in the Armea Forces, their training, and 
the implication which the demobilization of construction workers will have on 
the Canadian economy in a post-war period. Finally, the organization of the 
Canadian construction industry and construction trade has to be considered, since 
our interest must be in an organization efficient enough to cops with a multitude 
of problems which might arise should construction activities increase considerably 
after the war. 


Tt has been found advisable, because of the complexity of 
problems included in the study of ‘Construction Industry in Relation to Post-War 
Economic Policy", to use the following division of the field to be covered and to 
esnalyze the material gathered in six separate preliminary reports, the first 
one of which is contained in the nresent stuay. 


I. The Imnertance of the Construction Industry 
in Relation to the Canadian sconomy. 


This report deals with the range of possible definition of con- 
struction employment and the effect of construction expenditure, and gives a 
survey of the vart of construction activity covered in the available statistics; 
an analysis of the contribution of building and construction to the national income; 
an estimate of the gross value of all building ané construction done in Canada, 
including the vart not reported by the Dominion Bureau of Statistics; construction 
industry as a field of employment and the problem of direct and indirect employ- 
ment; a gomparison of the physical volume of construction with other industries 
(the steel industry, carloadings, total physieal volume of business), indicating 
the particuler sensitivity of construction to cyclical forces, and a comparison 
of the gross value of construction with the gross value of eight other main 
branches of produetion as reported in the survey of production by the Dominion 
Bureau of Statistics; some relevant comparisons with the construction industry 
in the United States, giving special information on the variations in the trend 
of construstion industry in Canada and the United States for the period 1929 to 
1938. The different contributions which the construction industry makes in this 
country and in the United States are quantitatively analyzed; secondary employ= 
ment as a result of construction expenditure is discussed and other secondary 
effects of construction activity analyzed. A survey of views held by Canadians 
interested in this problem is included. 


II. ‘The Compenents of the Canadian Construction Industry. | 
(1) This report analyzes in relction to total construction the importance of 


(a) construction industry proper, and 
(ob) the construction material supplying industries. 


(2) It further gives a quantitative analysis of the importence of the 
different types of construction work divided into 
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(a) buildine construction (residential, industrial, 
institutional, etc.); 

(b) engineering construction (streets, highways, 
bridges, etc.); 

(c) building trades (plumbin , carpentry, electrical 
work, etc.).° 


(3) It also endeavours to give a statistical survey of provineial coutributions 
to the total gross value of conetruction. 


(4) This report includes information on the role of construction work directly 
undertaken by the public authorities. 


This study, as a wocle, might be useful for those charged with 
selecting construction projects for the post-war period and distributing them 
equitably throughout the Dominion. 


TIIl, The Organization of the Canadian construction 
Industry and Construction Trade. 


In this study the following topics are dealt with: 


(1) The number of organizations revresenting the construction 
industry, their ‘tasks and their structure. 


(2) A quantitative analysis of contractors and working proprietors 
' gn construction occupations, i 


(3) The number of unions representing the construction ¢crafts- 
men (carpenters, plumbers, cte.). . breakdown will be 
obtained. 

(a) for the different trades, and 
(ov) for the provinces. 


(4) A quantitative analysis of construction craftsmen who are 
members in trade unions and the unorganized construction 
lebour force. 


(5) A summary of views held by representatives of construction 

organizations as to the desirability of improving the 

organization of the construction industry. 

This studv micht be useful for the purpose of supplying information 
on organized and unorganized persons in construction occunations and the possible 
improvements of the structure of these organizations. There is no doubt that a 
well-organized construction industry could take care of its problems with less 
government assistance than a badly organized construction industry. 

Iv. The Supply of Building and Construction Labour. 


This report gives a quantitative analysis of past, present and future 
construction lzbour sumplies on the following lines: 


(1) The construction craftsman. 

(2) The construction apprentice. 

(3) The unskilled construction worker. 

(4) The age distribution of the construction worker and, 
if vossible, a regional distribution giving a 


provincial breakdown. 


(5) gmployment in construction industry and eyclical 
unemployment, 


(6) The construction worker's wage. 
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This study should be of value in connection with the planning of a 
construction program, since such a task cannot be carried out satisfactorily 
without some information on the construction labour force available. 


V. Construction Workers in the Armed Forces. 


This study is being undertaken in cooperation with the Committee on 
Rehabilitation and Demobilization. It will contain a survey of skilled con- 
struction workers and apprentices in the armed forces, giving a breakdown of 
men in the Army, Navy and Air Force and according to provinces (based upon 
information obtained from the Manpower Records Office of the Ministry of Labour). | 
It will also give the latest, information on the number of construction crafts- 
men honourably discharged. . 


The report will also enéeavour to determine the proportion of con- 
struction creftsmen in the armed forces in relation to the total construction 
labcur force available. 


Finally, a survey will be made of the views on possible contributions 
of the armed forces in the way of a preparatory training of construction labour 
for the post-war period. 


This study may suggest somo ways of building up a construction labour 
reserve. 


VI. Somes Aspects of the Fossible Contribution of the Canadian 
Construction Industry to "Full imployment" in a Post-War Era. 


This report is intended to sum up the findings contained in the reports 
I - Vin the light of vlans for post-war reconstruction and rehabilitation, 


A survey of views on the possible contribution of construction industry 
to the post-war economy will be included. 


This revort may be useful to those charged with determining the role 
which building and construction can pley in post-war economic policy. 


While the research work described above is being undertaken, it is 
intended to build up a “Selected Bibliography of Literature on Building and 
Construction in Canada, Great Britain and the United States". 


The completion of a final report containing a number of extensive 
studies as described above will take some time. It has appeared advisable, 
therefore, to publish preliminary reports, each dealing with a separate section 
of the problem involved. As soon as enough material is available for one section, 
it is analyzed and reviewed, and thereafter published in a preliminary report. 
These preliminary reports will be of assistunce in surveying the conditions of 
the construction industry in each particular phase and in its components. It 
will naturally heppen that new material will be obtained after a preliminary 
report has been published. When the field of “Construction Industry In Relation 
to Post-War Economic Policy” has been covered in a general way, these preliminary 
reports can be revised anc a more complete final report be published if so 
desired, 


The Desirability of Additional Information 
A few examples are given below of imvnortant information which is not 


obtainable at the moment, but might be available in the near future: (1) 


(1) The analysis of the Census of 1941; especially useful for information 
with regard to the structure of the man-power resources in the 
construction industry end with regard to the construction craftsman, 


(1) For a list of selected sources available containing original information 
on the construction industry, ses Annendix III. 
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(2} The revised edition of a study on the National Income by the 
Dominion Bureau of Statistics, which contains much useful 
information on the importance of the construction industry 
in relation to the Canadian economy. 


(3) sn estimate of public expenditure for building and con- 
struction, 1929-1942, Such a study is essential for estimat- 
ing the effect of Government spending through the medium of 
building and construction upon the business cycle. By analyzing 
the period 1929-1942 vractically the whole of one Canadian 
business cycle would be covered: 


(a) 1929 - The upper turning-point -- that is, the turn from 
prosverity to depression (down-turn, crisis in the 
technical sense); 


(b) 1930-1933 - The dovm-swing (depression phase, contraction); 


(c) 1934 - The lower turning-point -- that is, the turn from 
depression to prosverity (up-turn, revival), 


(d} 1935-1959 - The upswing (prosperity phase, expansion}. 
‘(e) 1940-1942 + The war period. 


The sources available have been surveyed. It appears that enough 
materiel ean be secured to allow an analysis of the problems involved. Valuable 
help in undertaking such a study can probably be obtained from the Dominion 
Bureau of Statistics, which might be interested in securing the information. 
above described. If such a study were to be undertaken, important information 
could be secured with regard to the importance which public spending on building 
and Gonetauct tou had on the Ganadian economy in a majer phase of the business 
cycle. x A few estimates of public spending on building and construction have 
been attempted in the past, but all those interested in the problem realize 
that only a thorough study of the problem will allow us to draw reliable 
conclusions, 


There is no doubt that the question of public spending for construction 
purposes will become very acute in the post-war period, Jt appears that it 
might be helpful to base a future public works policy on the experience derrved 
from studying the impacts of public works expenditurs in the past. Attention ts 
drawn to the fact that the accounts of the Department of Public Works show by 
‘no means the total expenditure for public works undertaken by the Dominion 
Government. Various other government departments undertake construction work 
directly and only the total of all these expenditures would give an approximate 
picture of public works spending by the Dominion Government. To that would have 
to be added funds loaned to the public for the purpose of encouraging private 
building and construction (e.g. financial aid under the Dominion Housing Act 
ef 1935, the National Housing Act 1958, the Government Home Improvement Loans 
Guarantee Act 1937, ete.) and a number of grants made (e.g. grants through the 
Dominion Labour Department to the provinces and municipalities), To the spending 
of the Dominion Government would have to be added publie works expenditure by — 
the Provincial Governments and Municipalities. It is of importance to note 
that the total value of construction, shown in the Construction Census 48 
"Dominion Government, the Harbours Board, the Provincial Governments, and the 
Municipalities’, includes only construction work undertaken by the public 
authorities direetly and gives no consideration to construction work undertaken . 


(1) Mr. Y.M, Cameron commcnts that such a study would supply us with useful 
information on the necessity of “public spending on construction for 
either maintenance of employment or for works necessary to keep pace with 
general improved economic conditions". 


= 


> 


heen ¥ peste ieee 


+s ey = Hees 
} 5 


i) Ve 4 ¥ {05 BS if 

7 * dae nae: Saat anced 3) 
ak didtar wear to a 
ae Reka § era 


(ab, ¢ ber ef at i “eh 


eb se By 


Be vere 


“aaomd 


pa beben bt | : 3 
ee wolke pe etd 


eles : Pe: si ‘wrt! M 


: tg me spol ssp me sy WAR ive =1 of iyi : ty eee 


be by 
Ty alle! ee 


soye aie 


rans #0 Bo be ay heater: see ay pipet 
i as ia 
pe itd be app hog 3 ail r sa ee 

: ; ¥ 


ee eebhy: a “gh sede bay! 
“ye, ta ora phew BO) Seed! RIAA 
ch ; gake SAENT rie fay Ay, antati auewn|d 
‘shen ou Pers Wik re aie r atid piper ee Ob. in 
bi ao pes pele os id biiuny, me ae al 
wine SLi ion Waite vt bcOneite ys an a etand : 
yn eis i Ba ania Na teh oR cara et 
Peng pl Pea Nay Big ih 
f Sard ‘ent, Pain G yi) 
$0! fy ‘A. Berths 
bunds oe ii oe ge » SS, 
| me nore bd 
tldag’ 3 
Reese, ial iow 


i 
tre 
Cw 

1 


by private contractors for the public authorities. Since considerable work 
for the Dominion Government, ths Provincial Governments, and the Municipalities 
is carried out by private contractors, it is evident that public works 
xpenditure by the public authoritics is considerably higher than indicated in 
the columns “Dominion Government, Harbours Board, the Provincial Governments, 
the Municipalities" in the Construction Census. 


Information on this topic might also shed some light on the con- 
troversy as to whether public works expenditure competes with private construc- 
tion or stimulates it. Mr. Livingston, the Chief of the Construction Unit of | 
the United States Bureau of Foreign and Domestic Commeree, comments on this 
controversy thet public construction “can be of a type which will encourage 
rathor than stiflo private enterprise. For example, highway construction 
(in the United States) in the twenties did not compete with private enterprise 
and did encourage the growth of the automobile industry. The big highway 
demand of the future is for better transportation into and around our big cities. 
It may be that this highway improvement can Ll dhGoataiarity so as to stimulate 
private enterprise in rebuilding. our cities." 


The Main Aspects of the Prosent Study 


There are two main aspects to a study dealing with "Construction 
Industry In Relation to Post-War Zconomic Policy”. One dealg with the importance 
which the construction industry has had for the Canadian economy in the past; 
the second with the importance which the construction industry could attain for 
the Canadian economy in a post-war era, It appears that the second can only 
be considered after the first has been exhaustively explored, If we are aware 
of the advantages derived from extensive construetion activities and the 
deficieneics with which construction activities were carried out in the past, 
we can consider what the future place of the construction industry willbe in 
a post-war economy. We might also bs in a position to say what steps and 
measures can be undertaken to remedy deficiencies or lack of initiative in the 
past which, as some representatives of the construction industry and a few . 
economists claim, has made it very difficult for the construction industry to 
take its proper plass in a sound seonomy. It should be borne in mind, there- 
fore, that preliminary revorts NumbersI to V are intended to deal mainly with 
the structure and gsope of construction activitics and construction labour 
resources, The sixth report is intended to deal with the implications of the 
findings contained in the preliminary revorts I to V for the post-war period. 


The Fistory end Implieations of the Present Stud 


The necessity for shedding some light on the “Impertance of the 
Construction Industry in relation to the Canadian Hconomy" arose particularly 
in. recent months, 


Professor J.4. Coote prepared the report entitled "Impaet of Wartime 
Controls on the Constructien Industry" for the Committee on Reconstruction. 
The following statisties indicate some changes in components of the eonstruction - 
industry whieh Professor Coote used as illustrating the importance of the con- 
struction industry in yelation to the Canadian cconomy: - ; 


(1) A comparison of tho next production of the construction industry 
with total net production in Canada for the peried 1923 to 1938. 
This table indicates that the minimum ratio of the net production 
of the construction industry to the total of net production in 
Canada was 3.06 pereent in 1933 while the maximum was 9.75 peroemt 
in 1929. The average for the year 1923 to 1938 was 6.42 percent. 


(1) S.M. Livingston: "The Fost-War Construction Market", ‘an article published - 
in the "Review of the Society of Residential Appraisers", Chieago, 
Volume VIII, No.8, August 1942, p.6. 
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(2) A comparison of the salaries and wages paid in private construction 
industry with the total of salaries and wages paid in Canada for 
the year 1926 to 1940. (Figures obtained from "National Income, 

A Study Prepared for the Royal Commission on Dominion-Provincial 
Relations’ Appendix 4.}). This table shows that the minimum ratio 
of all wages paid in private construction to the total of salaries 
and wages paid in Canada was 2,6 percent in 1934, while the maximum 
amounted to 7.4 percent in. 1929. The average over the years 1926 
to 1940 was 4.82 percent. 


These compilations were useful in shedding light on changes in some 
components of the construction industry, but neither the figure of 6,42 percent 
{average ratio of net production in the eonstruction industry to all material 
industries) nor the figure of 4,82 percent (the average ratio of salaries and 
wages in the construction industry to the total of all salaries and wages earned 
in Canada) seemed to indicate fully the contribution which the construction 
industry has made to the Canadian economy in the past, The main reason is that 
the above compilations only pay attention to the income created in the construce - 
tion industry as such (building and engineering construction and construction 
for maintenance purposes), omitting the contribution made by the industries 
which supply construction materials and transportation services. The second 
compilation of data deals furthermore with private construction only, giving no 
consideration to wages and salaries paid to persons employed on construction 
projects directly undertaken by the public authorities {the Dominion vernment, 
the Harbours Board, the Provincial Governments and the Municipalities . It was 
deemed necessary to consider also the activities of the industries supplying 
and transporting construction materials as well as public construction in order 
to ettain a fair appraisal of the position which the construction industry 
occunios in the Canadian economic structure. 


Dr. L. CG. Marsh, the Research Adviser of the Committee on Reconstruction, 
suggested that a ratio of approximately 10 percent representing the number of 
people depending directly for their Livelihood on building and construction 
(construction proper and the construction material supplying and transporting 
industries(3)) would probably be a more correct assumption than the figures 
available in Professor Coote's report. In July 1942 Mr, Cameron, the Chairman ef 
the Sub-committee on Fost War Construction Projects, mentioned the assumed 
figure of 10 vercent in a meeting with members of the Management Committee of 
the Canadian Construction Association. It was felt among the members of the 
Canadian Construction Association that more than 10 pereent of the total earning 
population in Canada depended for their Livelihoog on the construction industry. 


These views were refleqted in the following editorial written by 
Mr, A.C. Jameson which was published in the Daily Commercial News on the 16th 
July, 1942. Mr. Jameson commented thus: 


WGonstruction, The Job Frovider." 


itMembers of the Management Committees of the Canadian Construction 
Association who were present at Tuesday's meeting in Ottawa, must have learned 
with surprise that the efficacy of their industry as a creator of employment is 
still apparently doubted in some quarters. Mr. fh. IX, Cameron, Chief Engineer of 
the Department of Public Works and a member of the James Committee on Reconstruce- 
tion, said that he had heard it suggested that only about one-tenth of the 


(1) For Tables see Appendix I. 


(2) Definition taken from **e Constiuction Census published by the 
Dominion Bureau of Statistics. 


(3) For explanstion of terms seo Seetion II. 
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Dominionts population, as against the much larger yvroportion usually claimed, 
depended upon it for 4 livelihood. Mr. Cameron did not express this as a personal 
opinion, and indeed coucked his statement in such a way as to indicate that he 
does not entertain it. 


"In view of the results of the emergency public works construction 
programs of 1954 and 1935, and of the operation of the National Housing Act and 
the Home Improvement Flan upon the Canadian economy -- to say nothing of our 
observations of experisnceselsewhere -- it is hard to understand that this old 
question could have been reopencd. All of the recovery of the 1930's, which 
was interrupted by the outbreak of war, dates from and is directly traceable to 
these measures. Two of them were recommended by a Royal Commission headed by 
the late ..8. Purvis as a specific for wide-spread unemployment. This commission 
based its conclusions upon a most exhaustive examination of facts, and they 
were fully sustained by subsequent developments. 


"On geveral occasions, as 4 matter of fact, the work-giving potential 
of the construction doller has been determined quite accurately. In 1935, for 
examole, the Carter-Halls-Ajldinger Company, Limited, made a careful analysis of 
the exvenditure on the new Dominion Public Building in Winnipeg. Tt showed that 
S80 percent of the contract, or $1,154,300 had been spent on Labour, %423,300, 
or the equivalent of 705,820 man-hours on the job itself, and ,711,000 or the 
equivalent of 1,575,560 man-hours in the production, manufacture, fabrication 
and transportation of materials to the site. That is to say, 4 total of 
2,081,180 man-hours of labour were produced on this one puilding, equallizg the 
employment of 1,500 men for 4 period of 200 days.” 


Though this editorial does not say what the actual contribution of the 
construction industry to the national income is, nor what importance this 
particular industry has for tho field of employment, it expresses the feeling of 
the construction industry that its contributions to economic activity in this 
country are greater than the assumed estimate mentioned by Mr. Cameron. A close 
inquiry into this question seemed, therefore, advisable. This preliminary 
report endeavours to answer the question: "What is the importance of the con- 
struction industry in relation to the Canadian economy?" The views held by 2 
number of institutions and persons interested in the Canadian construction 
industry were embodied in this report jin order to present a cross-section of 
Canadian opinion on the problem herein dealt with. 


There are several methods of approaching this problem. In the following 
gections are described a number of methods which can be used to indicate the 
contribution of building and construstion to the Canadian economy. 


Certain aspects illustrating the importance of the construction industry 
in relation to the economic structure of a country are measurable, while others 
are not measurable. Those measurable aspects can mainly be analyzed by comparing 
the contribution of building and construction to the total of all economic 
agtivity in a country; for example, a comparison of (a) the net income originat- 
ing in construction with the total net national income(1), (b>) the gross value 
of construction with the total gross national income(2), (c) wages and salaries 
paid in the construction industry with the total wages and salaries paid(1), 

(d) wage earners in the construetion industry proper and the construction 
material suoplying and transporting industries with the total of all wage 
earners , and (e) all persons gainfully occupied in construction industry 
proper and the construction material supplying and transporting industries with 
the total of all gainfully oecupiealS), 


AE RN LOT 


(1) This method is developed in Section III. 
(2) Ibid., Section IV. 


(3) Ibid., Section V. 
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However accurate the above comparisons may be, they do not give a 
complete picture of the effects of construction expenditure upon the economy of 
a country. As said before, there are other effects which cannot easily be 
measured and which economists 2all “secondary effects'' of construction expenditure, 
It is clear that the construction industry, like other industries, is not an 
isolated unit of our present-time economy. It plays an important part in 
determining the ups and downs of business activities, generally described as the 
business cycle, The construction industry is one of the main durable goods 
industries and represents one of the foremost channels for real investment. 
Consequently it is an important outlet for absorbing savings and transferring 
them into new income, thus creating new employment. It has also to be borne in 
mind that inereased construction activity does not only mean increased direct 
or indirect employment 1)in the construction industry proper, but also increased 
employment in a number of other industries, generally described as consumer goods 
industries. 


ithat havpens is simply this. When the construction industry expands, 
it gives employment to more persons either directly employed on the eonstruction 
project itself or indirectly to persons employed with industries supplying 
construction material and services. An increase in the number of versons either 
directly or indirectly employed in the construction industry means that these 
additionally employed pversons will have an income to spend which otherwise they 
would not have had, It might also be possible that, though there is no inorease 
in the number of persons employed in the construction industry, an increase in 
the income derived from employment in the construction field takes place, in 
other words, the wage level is raised. Furthermore, contractors and concerns 
furnishine construction material and suprlying services will have additional 
revenue at their disvosal due to the increased construction activity. Though part 
of these funds will be saved, the major part will be used for purchases which 
will vrimarily affect the consumer goods industries and thus create additional 
employment. The employment created in the durable goods industries, among which 
the construction industry is counted, is usually described as "primary employment", 
while employment provided in the consumer goods industries is described as 
"secondary employment”. 


It has, as yet, not been found possible to measure exactly the size of 
secondary employment for a particular industry or a chosen period. Some views 
held on this problem are discussed in Section VIII. They may suffice to make us 
realize that it is necessary not only to consider the measurable effects of con- 
struction aetivities but also their secondary effects, if we want to appraise 
the importance of the construction industry in relation to the Canadian eeonomy,. 


If we bear in mind the above qualifications, which are discussed more 
in detail in the following sections, an explanation can easily be given of the 
misinterpretation of Mr. Cameron's statements by some members of the Management 
Committee of the Canadian Construction Association. 


When we talk of construction industry as a field of employment or, as 
it is put in the editorial in the Daily Commercial News, “that only about 1/10th 
af the Dominion's vonulation .... depend upon it (construction industry) for a 
livelihood", then reference is only sade to persons who find direct employment 
in construction vroper and indirect employment in the construction material supply- 
ing and transporting industries. This range of employment is sometimes described 
as "primary employment”,(2) : 


The editorial in the Daily Commercial News quite evidently refers to 
construction as a “job provider’, a phrase intended to include the secondary 
effects of construction expenditure. It is quite clear that the sum of primary 
employment and secondary employment is considerably greater than orimary 
employment alone, 


(1) For a definition of terms see Section II. 


(2) For the definition of the terms direct and indirect employment see Section II. 
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The relationship of wages and salaries paid in the construction 
industry and in the construction material supplying and transporting, industries 
to the total of all wages and salaries paid in Canada is analyzed in Section III. 
Tt is found that,as an_ average for the period under consideration, 10.6 percent 
of wages and salaries\~/paid in Canada were earned by persons employed as wage 
and salary earners in the construction industry and the construction material 
supplying and transporting industries. 


The analysis of the wage earners in the above-mentioned group of 
industries concerned with construction showed that, for the veriod 1936-1940, 
employment was provided on an average for 11.2 vercent of all wage earners. 
(See Section V). 


It appears in the light of these calculations that Mr. Cameron's 
statement that only about 1/10th of the Dominion's vopnulation depended upon 
construction activity for their livlihood, appears to be in the light of the 
above calculations a very good appraisal of the construction industry as @ 
field of direct and indirect employment. It must again be emphasized that 
Mr, Cameron did not refer to the secondary effects caused by construction 
expenditure. 


Summarizing, it may be said that the above-mentioned ratie intend only 
to cover the primary employment created by construction expenditure which are 
measurable. The importance of secondary employment in consequence of increased 
primary employment in the construction and related industries must be recognized, 
although it is not yet yossible to give an exact quantitative analysis of the 
impaet of primary upon secondary employment. 2) 


In conclusion, it may be remarked that this study deals by no means 
with all possible angles of the contributions which the construction industry 
has made to the Canadian economy in the past but consideration has ween given 
to all main aspects of the problem which is the subject of this report. 


ID 


(1) This excludes receipts of jndividual enterprisers. 


(2) For estimates of J. 1, Keynes and others see Section VIII. 
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SECTION Ii 


RANG OF POSSIBL: DEFINITIONS OF CONSTRUCTION 
EMPLOYMENT AND EFFECTS OF CONSTRUCTION 
EXPENDITURE. 


The term "building and construction" has been used 
in reference to such a great variety of economic activities that it is 
essential to discuss its various meanings and to agree on an 
appropriate definition before analyzing the importance of the con- 
struction industry in relation to the Canadian economy. 


In its narrow sense the term "building and construction" 
includes in the first instance the economic activity of private firms 
and individual entrepreneurs engaged in construction work and building. 
This includes general contractors, sub-contractors, firms which engage 
in work not connected with the construction industry but which carry out 
construction work with their own employees, and farmers and house- 
owners who do construction work on their own premises either by them- 
selves or with their hired help. For the sake of convenience this 
group will be referred to as group A. 


Sometimes a distinction is made between (a) trade 
construction, including general contractors and sub-contractors who 
perform construction work professionally; and (b) construction on own 
account, including firms which engage in work not connected with the 
construction industry, but which carry out construction work with 
their own employees; farmers and house-owners who do construction work 
on their own premises either by themselves or with hired help. 


Secondly, there is the construction activity of 
government bodies (Dominion Government, provincial governments, 
municipalities); and, thirdly, of utilities (railway companies, telephone 
and telegraph companies, gas and electric companies), These are 
referred to hereafter as groups B and © respectively. 


Sometimes the activity of these firms, entrepreneurs, 
government bodies, and utilities is described as (1) private construction 
(group 4); (2) public construction (group B); (3) semi-public construction, 
(group C). 


The term "construction proper" is sometimes used to 
define the construction activity described above. 


In its wider sense, however, the term "construction" 
is often used as implying the inclusion of two components: (a) construc- 
ticn proper", (group A. B. and ¢. as defined above); and (b) the 
industries supplying construction materials and related equipment, and 
the transportation services necessary to deliver construction material 
to the site. (These may be conveniently referred to on oceasion as 
groups D. and &.).: 


In this report the word “construction” will be used 
to mean ‘construction proper” as above defined. To indicate the second 
component of the term "construction" in its extensive meaning, the phrases 
"the industries supplying and transporting construction materials" or 
occasionally, the ‘auxiliary industries” will he used. 
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It is of great importance to distinguish between what 
has been now described as construction in its extensive meaning, and the 
range of economic effects of construction expenditure. An increase of 
activity in building and cons struction Will cause a greater demand to be 
exerted on the industries supplying and transporting construction 
material and thus indirectly affect a number of industries third, fourth, 
or more removed from the original construction work. ‘The industries thus 


affected by an increase of construction activity include 


(1) the appliance industries supplying, for example, 
refrigerators, electrical equipment, furnaces, 6tc.; 


(2) the furniture industry and ovher durable consumer 
goods industries such as carpets, silverwares, etc.; 


(3) the industries providing machinery, tools and other 
equipment to the construction industry and to the © 
industries supplying and transporting construction 
materials. The processing industries, @.g., steel 
mills, are included in this category; 


(4) aindustrics supplying the raw material required by 
the econstructicn-material-supplying industries. 
e.@., mimes, lumber industry, etc, 

It will therefore be useful to remember that these 
industries third, fourth or further removed from Pap Stny uae ‘oroper 
are not included in the term “construction” in its extensive meaning, 
but are described as indirectly affected by the activity of the 
construction industry and the industries supplying and transporting 
construction materials, 


We speak frequently of "construction" as a fie aLad of 
employment. In using this phrase we have tec distineuish betwen 
employed in what has been termed ‘construction proper", and persons 
employed in the “industries supplying and trensporting construction 
materials". In the former case it is convenient and descriptive to 
speak oi persons "directly empicyed® or of persons emoloyed “on-site”, 
Sometimes the phrases “direct employment" or "on-site employment" will 
be therefore used to indicate the seone of employment. Persons working 
in the material supplying and transporting industries are similarly 
describable as “indirectly® employed or “off-site” workers. Again we 
speak of “indirect employmens"” or Roff-site employment” provided by 
activities of the industries supplying and eG at: construction-~ 
materials. The importance of this distinction has been stressed in 
a number of studies and will be discussed more in ey in Section V. 
£, study vrepared by J.K. Galbraith enc others for the National Resources 
Planning Board refers to direct and indirect pee in by distinguishing 
between "the employment at tho site of con: atvuction and the employment 
directly attributable to the construction project but which is provided 
away from the site, primarily in the nanufacture and transportation of 
the materials, On-site and off~-site emmloyment together c constitute 
the identifiable effect of public constructicn on the volume of 
employment. They do not constivute the total effect of such construction, 
since additional employment is generated by the expenditure of the 
wages and incomes received by those engaged in construction or the 
supplying of materials. These further effects are not statistically 
identifiable" and can therefore be treated qualitatively only.‘1) 


ee ee een) 


(1) J. K. Galbraith assisted by G.G, Hi egewso Alby The Hconomic Erfects 
of the Federal Public Works Expendit vo ho , & study prepared 
for the National Resources Planning ea Weshinegton, 1940, pp. 38-359, 
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What Mr. Galbraith has called "further effects" of public 
construction on the volume of employment which “are not statistically 
identifiable", have becn called in this study the "secondary effects" 
of construction expenditure. These effects are discussed in Section VIII. 


Mr, A. C. Jameson, the editor of the Daily Commercial 
News and Building Record, referred to direct and indirect employment 
in the construction industry in a memorandum on "Construction for the: 
Creation of imployment" to which the writer was kindly given access: 


"Hach construction operation involves the assembiy on the site of 
materials that have probably been fabricated elsewhere. 


"For example, into a house erected in Toronto there might enter 
(a) cement milled in St. Mary's, (b) bricks burned in Milton, (c) steel 
beams rolled in Hamilton, (d) doors and window frames eut. in New 
Liskeard, (e) bathroom fixtures cast in Port Hope, (f) furnace built 
in Ingersoll, (x) glass rolled in Montreal, (h) shingles cut in Vancouver, 
and so forth, 


"An even more diversified bill of goods would enter into a ‘monumental 
building' such as a city post office. 


"On the other hand, an engineering project, viz., a bridge, a dam 
or a highway, would not require such a variety of materials. 


"In modern construction machinery is used extensively, the amount 
varying with the size and nature of the job and engineering works, 
generally speaking, necessitating the employment of machinery to a much 
greater extent than buildings. t is understood, for example, that the 
McNamara Construction Company, Limited, of Toronto, took equipment valued 
at more than #1,000,000 into Labrador to be employed on construction of 
an air field at Hamilton Inlet; this could be confirmed through the 
Department of Transport, and indicates the importance of machinery in 
construction operations. 


"From the above it is obvious that such an operation in addition to 
providing a certain amount of labor on the site itself also creates 
opportunity for employment in plants devoted to the manufacture of build- 
ing materials and equipment and among the agencies that transport these 
from the factories to the field. 


"It is also obvious that the production of any material or piece of 
construction equipment is responsible for still further employment in 
factories, mines, forests and transportation." 


The editor of "Building in Canada”, a quarterly journal 
published in Toronto, emphasizes on various occasions the importance of 
the building trade for the industries supplying construction materials 
and transportation services. In an editorial which appeared in the Spring 
Number 1940 of "Building in Canada" the following answer is given to the 
question of where the money spent for building purposes goes: "It has been 
found that more than thirty different trades or occupations are represented 
in the construction of a finished residence .. and a dozen different kinds 
of materials",(1) 


(1) "Building in Caneda, Toronto, Spring Number 1940, p. 3, 
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Estimates of the ratio of direct and indirect employment 
will be dealt with in Section V. Here it may only be said that this ratio 
plays a quite important vart in calculating the total volume of employment 
affected by the construction industry. We can usually measure direct 
employment. By applying a ratio of direct to indirect employment we can 
calculate indirect employment and thus estimate the total employment 
provided by construction expenditure. | 


When speaking of persons employed in the construction 
industry, we have to bear in mind that this phrase includes professional 
men, (e.g, architects), tradesmen, (o.6., carnenters and carpenters’ 
apprentices), and unskilled workers, (e,g., men digging ditches). We have 
to distinguish between these persons employed in construction industry and 
what hag been described as “construction occupations", The vovulation 
Census made by the Dominion Bureau of Statistics for 1951 enumerates as 
construction occupations the following: 

Owners, mangers, builders and contractors, 
Foremen and overseers, 

Brick and stone masons, 

Brick and stone masons! apprentices, 
Carpenters, 

Carpenters? apprentices, 

Cement Tinishers, 

Electricians and wiremen, 

Hlectricians', wirements apprentices, 
Painters, decorators, and glaziers, 
Tainters! ancrentices, 

Plasterers and lathers, . 

Plasterers! and lathers' apprentices, 
Plumbers, steam fitters, and gas fitters, 
Plumers' apprentices, 

Roofers (not metal) and slaters, 

Shect metal workers and tinsmiths, 

Sheet metal workers' apprentices, 
Structural iron workers and steel erectors, 
Other tradesmen employed in construction industry. 


The main and most detailed sourees for statistical 
information on construction work in Canada are the annual “Reports on the 
Construction Industry" prevared by the Census of Construction Branch of 
the Dominion Bureau of Statistics. The first construction census under- 
taken in Canada was in 1919, Anothcr was taken jn 1920 and then 
discontinued until 1934 when a new basis for the census on construction 
was established. However, it was not before 1955 that this basis was 
standardized and it appears that comparable statistics are only available 
from 1935 onwards. 

‘ 

The Dominion Bureau of Statistics made clear in the 
Report on the Construction Industry in Canada, 1954, that "the 
organization of a Census of Gonstruction has not proved an easy task. 

At the outset, a basic list of contractors, builders, etc. was difficult 
to secure, especially under recent unsettled conditions when numerous 
onerators had gone out of business and new concerns were springing up 
slmost continuously. Directories cover the larger centres only. With 
the aid, however, of such publications as the Daily Commercial News & 
Building Record, inginecring and Contract Record, Building in Canada, 
MacLean's Reports and other construction periodicals, an accurate and 
comprehensive list of contractors and builders throughout Canada has 
been established and future reports should be on 4 reasonably uniform 
basis. With regard to the smaller subcontractors, whose annual 
operations amount in most cases to only a few hundred dollars, it has 
beon found impossible to secure an absolutalycomprehonsive return, 


“The schedules were planned to elicit the required 
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information with ths least vossible inconvenience to the construction inaustry. 
Tyo objectives wore sought: first, that the Census ox Construction should 

form an integral part of the data collected in the Bureau with regara to 

other industries; secondly, that only such information should be collucted 

a3 ig absolutely neccessary to present a rounded account or construction 
operations. In the main, only such information was requusted as a 

contractor would asscmblu and compile before submittine a tendsr, It is 
realized that tho detzils of the schudule msy not apply in oach anc every 

ease to the many diverse occupations comrpcsing the Construction Industry, 

but it igs believed that it can be adapted to most with slight modification. 


wAs a special difficulty encountered, it may be mentioned 
that in the struetural stcel, sheet metal, shin-building, bridge building 
and wood-working plants, a large amount of construction is carried on as a 
secondary oneration. The aggregate value of this construction is large, 
yet it is not easy to obtain sevarate and detailed figures covering 
construction operations only. In the case also of certain large manufacturing 
plants who undertook alteration and repair work with their factory employess, 
in an effort to retain and vrovide employment for the latter, records have 
been varticularly hard to obtain." 


According to the Canadian Year Book 1941, the field covered 
by the Construction Census is deseribed as follows: 


“The annual Census of Construction undertaken by the Dominion 
Bureau of Statistics covers all construction, maintenance and repair work under- 
taken by contractors, builders and public bodies (except the smaller 
municipalities) throughout Canada, It does not include maintenance and repair 
work on steam and electric railways, telesraph and telephone systems and the 
lesser public utilities when such work is done by the employees of these concerns: 
in the ordinary way: nor can it include a substantial amount of construction in 
the aggregate done by farmers and other individuals who might be otherwise 
unemployed, performing work on their own structures. It is doubtful whether a 
great deal of the work of railways and utilities is construction in the sense 
understood in the census: for instance, the routine ‘maintenance of way’ 
expenditures, so far as they relate to inspection work, are not construction 
although, so far as they concern rebuilding of line for road-bed or structures, 
they might be said to fall in that category."(2) 


In addition to the Construction Census a great number of 
official and private publications deal with the problems and scope of building 
and construction in Canada. A list of publications which have been consulted 
in connection with the study will be found in Appendix III. It may be said 
that there is no agreement with regard to the use of the term "construction" 
in these different publications. It appears thet the misunderstandings which 
occur with regard to the scope of construction as 4 field of employment, are 
mostly due to the different uses of the term *construction",. 


This preliminary report has been based, as Tar as construction 
data are concerned, mainly upon the statistics available in the annual reports 
on the construction industry prepared by the Construction Branch of the Dominion 
Bureau of Statistics, It is important to bear in mind the limitations of these 
reports. They give a practically complete picturs of the construction work done 
by general contractors, sub-contractors, the Dominion Government, the Harbours 
Board, the Provincial Governments, and the municipalities. The construction 
work reported under "general contractors and sub-contractors" includes, 


(1) Dominion Bureau of Statistics, Census of Construction: "Report of the 
Construction Industry in Canada 1934", Ottawa, 1936, pp. lee. 


(2) The Canada Year Book 1941, issued by the Dominion Bureau of Statistics, 
Ottawa, pp. 375-376, 
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(1) work performed by general contractors and sub=- 
contractorg for private individuals and Tirms; 


(2) work performed by general contractors and sub- 
contractors for government bodies and utilities; 


some utilities on own account, 
nd gas companies; 


(3) work performed by 
eG eeg the hydro! 2 


(4) work verformed by firms which engaged in work not 
connected with the construction industry but which 
earry out construction work with their own enployees 
and buy construction material for this purpose, ©€.8., 
certain oil companies. 


On the other hand the information contained in the 
Construction Census is incomplete with regard to 


(1) certain utilities, e.g., construction work done by 
the telephone and telegraph companies, end the railway 
companiés; 


(8) a number of firms which do their own construction and 
maintenance work with their own employees; 


(3) a number of working proprietors or workers on own 
account, espeeially if the volume of business being 
done is very small, ¢.g.,carpenter in a village. 


It should, however, be noted that the Construction 
Branch of the Dominion Bureau of Statistics endeavours to give a most 
complete survey on the construction activities in Janada which it covers 
in its annual reports. Continually new firms or small entrepreneurs, 4s 
described in (2) and (3), are tracked down and the volume of the work 
included in the annual reports. The extent of the work done by the 
Construction Branch may be realized from the fact that for the year 1940 
12,849 reports were analyzed which is nearly twice as many as the number 
of reports received in 1935 when the compilation for the Construction 
Census was standardized. There were 7,689 reports received in 1950, 


The report on construction industry dees not include 
statistics for 
(1) eonstruction work (repairs or new construction) done by farmers 
hemselves or with the assistance of hired help. 


(2) other small construction work, repair of houses, other than 
farm houses, done by the owners or tenants themselves. 


An estimate of what part of construction activity in 
Canada is covered by the Construction Census and what part is not covered 
will be found in section IV. 


An effort has been made to show in a chart (Figure I, at 
the end of this section), the range of possible definition of construction 
employment and the effects of construction expenditures. In 4 sense this 
part is a diagrammatic summary of the differences of definitions already 
enumerated at some length in this section. It muy be emphasized that it 
is merely diagrammatic and not a drawing of a scale showing exact relative 
sizes. But confusion of terminology is so common that a concrete representa- 
tion is very helpful. What this diagram does, is to show three things: 


(1) The range of definition of construction industry, 
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using the volume of construction as reported in the unnual Census on 
Construction by the Dominion Bureau of Statistics as the basis. (la - g) 


(2) The range of the effects of construction expenditure 
upon the Canadian economy. These effects sre divided into; 


I. those caused by direct employment (see circle 1 ); 


II. those caused by the total of direct and indirect employment 
(see circles 1 and 2); 


TIl. those caus 


sed by the aggregate of all construction and building 
components ( 


see circles 1 - 6); 


Tv. those caused by the ageregate of all construction and building 
components and the effects of wage expenditures (see circles 5 aA ab 


(3) The statistics and estimates available which might assist 
in estimating the importance of the construction industry in relation to the 
Canadian economy. Thick lines in the chart indicate "statistics available’, 
proken lines indicate "estimates available", and thin lines indicate 
"statistics not available”. 


A simile may perhaps further clarify the chart. Assumed we 
create a disturbance by throwing a stone (shown by circle 1 in the chart) into 
the center of a small vool (shown by circle 9 in the chart). Immediately 
there will be a series of ever-widening but concentric ripples, which will be 
clearly marked near the center and increasingly less marked the further away 
they are from the center. “This is exactly what happens when an increase of 
construction activity takes place, It will in the first instance affect the 
direct employment in the construction industry (shown as I in the chart). 

The next strongest impact will be on indirect employment provided by the 
industries supplying and transporting construction materials (shown as II in 
the chart). The effect upon employment in industries third and fourth and 
further removed from direct construction work, ©.@. the machinery, equipment 
and processing industries, and the raw material providing industries (shown 
as III in the chart) will differ in degree according to impact upon the 
employment in the industries supplying and transporting construction materials. 
Similarly, an increase of employment in direct construction will affect the 
consumer goods industries (shown as IV in the chart), though the impact will 
again differ in degree from that upon the other industries mentioned above. 
Finally, an increase of construction activity will influence the economic 
activity of the country as a whole (shown as circle 9 in the chart). 


It is important to keep the range of definitions of 
teonstruction” in mind if one wants to avoid misunderstandings due to a 
different use of the terms "construction" or "building". In the following 
an example is given of an American definition of “building industry" which 
shows the great range of industries included under the term "building jndustry"™. 
This definition is taken from a pemphlet entitied "New Career Opportunities 
in the Building Industry” by Arthur H. Hood: 


“The building construction or shelter industries embrace 
the second largest segment of American lLife--with 27.8 per cent of the 
consumer's expenditures, while the largest--that of agriculture and food 
groups, accounts for 28.3 per cent of the consumer's dollar. 


‘The building industry represents in reality two industries-= 
heavy construction and light construction. 


"Heavy construction may be segregated as including roads, 
bridses, railroads, canals, dams, factorics, public and office buildings, 
which requires heavy construction machinsry for erection. In dollar value 
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such projects run from $20,000 up to hundreds of millions of dollars on @ 
single contract. 


“The light construction industry on the other hand embrates= 
homes, farm buildings, stores, garages, small industrial buildings of all 
kinds and the general field of structural repair, remodeling and improvement. 
The dollars and cents value of contracts in this division of the industry 
runs from $1,00 to $20,000 and the largest single item is, of course, the 
American home, 


"In normal years this housing field, or to use its other 
name--the light construction industry is equal to heavy construction in 
dollar volume as each @ivision represents about 50 per cent of the total 
construction volume, 


“The light construction industry has three major markets; 
that for new homes, that for structural improvements, and that for farm 
buildings. 


"Tt has enjoyed an annual volume as high as 6 billions of 
dollars and its annual vost-war votential is probably twice that figure. 
The U.S. Dept. of Commerce has recently estimated the dammed-up demand for 
housing will reach 40 billions of dollars by 1945, 


“This Light construction industry has seven supply 
divisions: those of machinery, materials, labour, land, utility, credit and 
equipment, and paralleling management divisions in production, distribution, 
finance,ingtallation and marketing. 


‘Whe U.S. Dept. of Labor lists 1200 separate occupational 
classifications in the construction trade alons embracing a normal total 
employment of 34 million men. 


WAt least another million are normally employed in building 
industry manufacturing establishments and still another million in the 
distribution and service industries. 


"Tre one hundred separate industries listed below which 
together make up the building industry in total, indicate the wide opportunity 
for the careerist in this industry. 


“The building industry uses the term ‘Housing Arts' to 
designate all the techniques and skilis involved in the designing, planning, 
selling, erection, equipping and financing of homes, farms, farm structures, 
small industrial buildings, and the renovation or alteration of existing 
structures," 


Out of 100 industries which, according to Arthur A. Hood, 
‘make up the building industry in total" a few have been selected in order 
to show the great range of possible definitions of the terms "construction 
industry" and "building industry": "Banks, Brokers, Chain Store Operators, 
Cork Products, Financing, Hardware, Home Loan Banks, Home Owners Loan Corp. 
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Insurance (5 types), Plastics, Radios, Research Agencies, Retailers, 
Rubber Products, Stokers, Trade Unions, Utilities (5 types), Wholesalers"{1) 


It appears that this definition of the building industry 
goes much further then the normal use of the term "construction industry" 
or "building industry” would warrant. For example, in this definition 
banks and research agencies are included to belong to industries "which 
together make up the building industry in total”. Though there is no doubt 
that banks and research agencies render at times services to the construction 
industry, it does not appear appropriate to include them under the heading 
‘building industry". Similarly we would not consider the hardware industry 
a part of the shoe industry just because some hardware industries produce 
shoe nails. If we really would be willing to accept Mr. Hoodts definition 
of the building industry, we would also have to include the activities of 
government agencies under the heading of building industries because some 
geovernment agencies render services to the building industry at times. 


On the other hand, it might be appropriate to use 
occasionally, like Mr. Hood, the phrases “heavy construction industry" referring 
to construction of roads, bridges, railroads, canals, etc., and "Light 
construction industry” referring to construction of homes, farm buildings, 
stores, etc., and to the general field of structural repairs and improvements, 
The relative importance of heavy construction and Light construction in Canada 
will be discussed in a separate report entitled “The Components of the 
Canadian Construction Industry". 


In conclusion it may be said that it is important to bear 
in mind what has been said about the range of possible definitions of 
building and construction. It will be advisable in every particular case 
to agree on a definition of construction first before entering into a discussion 
of the problems covering the field of construction activities, 


As an expository device it has been found helpful to 
explain the range of possible definition of construction employment and effect 
of construction expenditure in the schematized way suggested above and by 
using a simile. It is of great importance, however, to realize that what has 
been said about the range of effect of construction expenditure does not 
apply to the construction industry alone put applies equally to other durable 
consumer goods and producer goods industries, though the effect of increased 
expenditure in different industries varies in different degree. It would 
be short-sighted to believe that economic recovery of the country could be 
secured by an incoherent and one-sided expansion of one industry at the expense 
of other industries and equally unwise to utilize only one industry as the 
source of stimulus. Only a prover co-ordination of all economic activity in 
@ country will contribute te economic recovery or "full employment" as desired 
for the post-war era. It is true, however, that for a number of reasons the 
construction industry has'a special claim for consideration as an industry 
"stimulating economic recovery", The possible constribution of this industry 
to "full employment” in the post-war period will be discussed in a separate 
report entitled "Some Aspects of Possible Contribution of the Canadian 
Construction Industry to 'Pull Employment' in a Post War Era". 


(1) Arthur A, Hood, Director of Dealer Relations of the Johns-Manville Corp.: 
“New Career Opportunities in the Building Industry for High School Graduates 
Planning to Enter College", New York, 1942, pp.6-7. 
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POSSIBLE DEFINITION 
INSTRUCTION EMPLCYMENT AND 


NE CONSTRUCTION EXPENDET URE 


Note: Chart diagrammatical only. 


Statistics available. 


Statistics not available. 


Estimates available. 
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RANGE OF POSSIBLE DSFINITION OF CONSTRUCTION 
EMPLOYMENT AND EFFACTS OF CONSTRUCTION EXPENDITURE . 


wxplanation of Figure I. 


1. (a) Persons directly employed by contractors solely concerned 
with construction, and persons employed on construction 
projects directly conducted by government bodies and . 
utilities; new construction, repairs and maintenance; data 
available in Construction Census of the Dominion Bureau of 
Statistics. 


(bo) Persons employed by firms which engage in work not con- 
nected with the construction industry but which carry out 
construction work with own employees and buy construction 
material for this purpose. These firms, with a few 
exceptions, such as oil companies, are not included in 
the Construction Census, ¢,g. mines, logging industry. 
This work has been called "force account work". 


(c) Persons employed with the railway companies doing railroad 
construction, repair and maintenance work. This type of 
construction is not included in the Construction Census. 


(a) Persons employed with the telephone and telegraph companies 
which do construction work on their own account, O48, Beli 
Telephone Company; not included in the Construction Census. 


(e) A number of working proprietors or workers on own account, 
€.g., carpenters in a village; not included in the 
Construction Census. Some of these workers may on occasion 
come in groups (b) - (ad); an estimate of the size of 
construction work not reported by the Dominion Bureau of 
Statistics (b, ¢, d, and e) has been made by the writer in 
Section IV. 


(f) Persons doing part-time construction work on farms, 6.8, 
the farmer repairs his house or stable himself or with the 
assistance of hired help and buys constructicn material; 
not included in Construction Census. 


(zg) EHome-owners or tenants ~- other than farmers - who undertake 
their own construction and repair work and buy construction 
material for that purpose; not included in Construction 
Census; an arbitrary assumed figure designed to allow for 
incomplete statistieal coverage of work on all farm buildings, 
on dwellings other than on farms and on stores and other 
buildings (f and g) has been suggested by Professor D.C. 
MacGregor; see Section IV. 


2, Persons gainfully occupied in the industries supplying and trans- 
porting construction materials, usually described as persons 
"indirectly employed” in construction industry. 
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3, Persons gainfully occupied in industries, third removed from direct 
construction work, which supply ths iaieentes described in 2, 5 
and 6 with machinery, tools, and other equipment, The proces ssing 
‘industries, ¢ @&, steel mills, are in ncluded in this category. 


4,.Persons gainfully occupisd jin industries roviding the raw 
material. required by the construction material supplying and 
other related iheuetrs es, @.&, mines, lumber industry, etc. 


5, Persons gainfully occupied in the appliance industries, ©. Be, 
refrigerators, clectrical equipment, furnaces, etc. 


6, Persons gainfully occupied in the furniture industry and othe 
consumer durable goocs industries, ¢. g., carpets, cee rery 
STC. 


9, Secondary employment in the at Naan goods industries other 
than described in ¢£ 6, created | hrough expenditure of wages 
and salarics ‘paid 1 to persons inet ow bh in the industries 
deseribed above. 


8. Total number of “wage-earners" as defined in the Population 
Census tor 1951 by the Dominion Bureau of Statistics ee be 
The term “wace-earner” includes all persons who work f 
sulariss or wages irrespective of the nature of pie ar 


9. Total number of mea sinfully occupied persons", including "own 
account workers", who eractice a a trade or vrofession unassisted, 
"employers", who employ others in konateccw their ovn business, 
and "unpaid family workers”, who are employed without pay on 
work which contributes to the family income, as do many farmers! 
sons. Definition taken from the Powulation Census of the 
Dominicn Bureau of Statistios, 1951, Vol. VII. 


I, Direct employment; shovm in chart as circles l arg. 


II, Total of direct and indirect employment; shown in chart as 
circles 1 and &, 


III. Total effeets of construetion and building components; shown 
in chart as circles 1 - 6. 


Iv. Total effects of construction and building components 
and effects of wage expenditures; shown in chart as circles 
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SiACTION IIT 
CONSTRUCTION AND TH NATIONSL INCOMS, 


The main difficulty in comparing Canadian national income estimates with 
the national income originating in building and construction is to compare like with 
like, 


One possibility consists in comparing net national income with the net 
income originating in building and construction, There are several reliable 
estimates of national income available but the statistics for income originating 
in construction activities are incomplete. Calculations made by the Dominion 
Bureau of Statistics and other computors deal only with the income originating in 
construction as reoorted in the Construction Census for 1954 and subsequent years, 
For the years previous to 1934 the estimates are mainly based on construction data 
made available by Maclean's Building Reports. The field thus eovered is only a 
fraction of all construction activity in Canada and has been shown as circle l, a 
in Figure I. Not included is other construction work done by firms (6.g. mining 
and logeing) which engage in work not connected with the contract construction 
industry but which carry out construction work with their own employees, the work 
done by railway companies, telephone and telegraph companies, the work done by a 
number of working proprietors and workers on own account not included in the’ 
Construction Gensus, and farmers and home owners who do construction and repair 
work on rural and urban dwellings. This type of work has been shown as circles l, 
b-g in Figure I. Furthermore, in computing income ariginating in the construction 
industry no consideration is given to the fact that it is due only to the activity 
of this industry that the construction matcrial supplying and transporting 
industries are kept busy. In other words, no consideration is given to the income 
originating in the construction material supplying and transporting industries, 

If we desire to obtain a complete picture of the contribution which construction 
activity in this country makes to the national income the above considerations 
will have to be taken into account. 


Another possibility consists in comparing the gross national income, also 
called the gross product, with the gross value of construetion, The difficulties 
of this method for Canadian conditions are apparent when we consider that there 
are at the moment only very tentative estimates of the gross national income 
available, The computors (the Dominion Bureau of Statistias and the Research 
Staff of the Royal Commission) emphasize that their estimates are preliminary only 
and may be subject to considerable cor sections, Furthermore, it is an established 
fact that a number of duplications are unavoidable in the computation of the gross 
product and some sources even guestion the reliability of gross national income 
figures. Kuznets, for example, emphasizes that duplications are most extensive 
in the computation of the gross national product, The Dominion Bureau of 
Statistics emphasizes that "for purposes of ordinary economic discussion, the net 
figure should be used in preference to the gross, in view of the Largs amount of 
duplication which the latter includes," 


A satisfactory computation of tho gross value of construction is 
available in the Construction Census though it only covers a part of the field 
of construction, shown as cirele l,a in Figure I. To make a useful comparison 
of the gross national income and gross value of construction, an attempt to 
estimate the total gross value of all construction work done in Canada has to be 
undertaken. Caloulations to this effect have been made in this study in Section IV. 
These calculetions are of importance not only for the purpose of comparison with 
the gross national income but also for that of giving us a rough estimate of what 
part of construction activity in Canada is covered by the Construction Census and 
what part is not. 
(1) Simon Kuznets, assisted by Lillian Hpstein and Hlizabeth Jenks; 
“National Income and Its Composition 1919 - 1958", New York 1941, 
VoL Dr ps0sew 


(2) Dominion Bureau of Statistics: "Survey of Production in Canada, 
1939", Ottawa, 1941, Db. 27. 
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Tt is endeavoured in this study to give some rough indication of the 
importance of building and construction in relation to the Canadian economy by 
using the following methods: 

UY ee comparison of two net national income estinates (Dominion Bureau 
of Statistios and Researeh Staff of the Royal Commission) with the net income 
originating in construction as computed by the Dominion Bureau of Statistics, 
This comparison deals only with the field described by the Dominion Bureau of 
Statisties es "industrial construction” and is shown as circle l,a in Figure I. 
This comparison does not include other construction work shown as cireles l, beg 
in Figure I. 


2, An analysis of two national income estimates and the total value of 
construction as reported in the Construction Census. <A commsrison of net national 
income estimates with a figure representing gross value might quite rightly be 
questioned; nevertheless this analysis may suoply us with some useful information, 
especially when we consider that these figures are more reliable than most of the 
other estimates. available. This analysis will be used to indicate the relative 
degree of change from year to year of national income and construction values. 


5, 4 comparison of total waces and salaries paid to persons employed in 
the construction industry (shown as circle 1,a in Figure I) and in the industries 
supplying and transporting construction materials (shovm as circle 2 in Figure 1m) 
with the total of all wages and salaries vaid in Canada (showm as cirele 8 in 
Pisure I). 


4, A comperison of the total "gross revenue" with the gross revenue 
resulting in construction. A definition of gross revenue will be found later on 
in this section. The Business Stetistics Branch of the Dominion Bureau of 
Statisties, which is engaged in the computation of the national income, has been 
kind enough to give the writer aocess to the working sheets of their national 
income study, In 1°41 a national income study was completed by the Dominion Bureau 
of Statistics entitled “National Income of Canada 1919 - 1938", Part I, A revision 
of the national income estimates contained in this study is presently being under-= 
taken, The working sheets referring to the study completed in 1941 are called 
throughout this report “preliminary working sheets” while the working sheets 
referring to the revised estimates undertaken by the Dominion Bureau of Statistics 
are called “revised workine shests", The Business Statistios Branch was kind 
enough to prevere for this study a number of tables as per September 1942 provid- 
ing the writer with the latest available estimates which have a bearing on the 
topic of this report. These tables are partly reproduced in the text and are 
partly shown in Apvendix ITI, 


5. <A comparison of the gross national income with the gross value of 
all construction work done in Canada. In order to be able to use this method,an 
estimate of the gross value of all building and construction work done in Canada 
had to be made, This analysis is presented separately in. Section IV. 


National Income 


Before discussing the contribution of building and construction to the 
Canadian economy, the term "National Income" has to be defined and a short 
descrivtion of Canadian national income estimates has to be given. Unless the 
reader knows wheat is meant under the phrase "national income" and what different 
methods are used to estimate the national income in Canada, it will be difficult 
to understand why @ comparison of income o.isinatinyg in construction with the 
different national income estimates evailuble show different results. 


The netional income is a most comprehensive measure of the economic 
welfare of a nation. It is the sum total of all the economic activity within 
a country. A knowledce of its maenitude and behaviour is of interest for this 
study because it will give us a basis for some quantitative idea of the effects 
which a reduction or an increase of construction activities in this country will 
have uvon the total national income, 
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Nationel income is desoribed as the aggregate of all individual incomes 
earned in the production of goods and services, luznets in his book "National 
Income and Its Gomvosition, 1919.- 1958" defines the nationul income as ithe net 
value of all economic goods produced by the nation, Hach term jn this definition - 
tnet valuet, teconomic goods', 'produced!, tnationt, -- is circumscribed by a 
wido area of reference accepted by common agreement and a substantial periphery 
subject to controversy and treated Sonebayrar eB from time to time, country to 
country, and investigator to investigator.i(4 


¥ollowine is a statement of the ncture of national income fyom the 
standpoint of the statistical technique used in its compilation, the deseription 
also being in line with present-day economic theory. 


"Year in, year out, the veople of this country, assisted by the stock 
of goods in their possession, render a vast volume of work toward the satisfaction 
of their wants. Some of this work eventuates in commodities, such as coal, steel, 
clothing, furniture, automobiles; other takes the form of direct personal services, 
such as are rendered by physicians, lawyers, government officials, domestic 
servants, and the like. Both types of activity involve an effort on the part af 
an individual and an expenditure of some part of the country's stock of. goods. 
If all commodities produced and all personel services rendered during the year are 
added at their market value, and from the resulting total we subtract the value 
of that vart of the nation's stock of goods which was expended (both as raw 
materials and as capital equipment) in producing this total, then the remainder 
constitutes the net product of the national economy during the year. It is 
referred to as a national income produced, and may be defined briefly as that 
part of the economy's end-product which is attributable to the efforts of the 
individuals who comprise a nation, "(2 


There are three computors of national income in Canada;:{1) The Dominion 
Bureau of Statistics; (2) The Researeh Staff of the Royal Commission on Dominion 
Provincial Relations; (3) The Bank of Nova Secotia, Neither the methods used nor 
the results arrived at by these computors are exactly the same, 


Dominion Bureau of Statistics - ustimate 


The approach of the Dominion Bureau of Statistics to the measuring of 
national income is described in the following way. 


The statistical measurement of the national income is a matter of great 
difficulty, and the most unremitting research into all the relevant statistics, 
in ordsr to establish a representative figure, must always leave an appreciable 
margin of error. Indeed, it is no easy matter even for an individual to 
establish an accurate money figure as representing his total income, especially 
where he has to include in that total income, besides his cash income, an 
allowance for the rental value of his (owned) house and his durable belongings 
therein, together with an allowance for the money value of the commodities pro- 
duced and consumed within the household (such as eggs and garden produce), and 
of the services, ordinarily bought and sold but rendered gratis within the family 
circle. Yet this is the only logical way of obtaining the total income of the 
family. While such income, not received directly in money, but in commodities 
produced and services rendered, is not, excenvt for house and furniture rent, an 
important percentage of the family income in most urban families, it constitutes 
a very important vart of the income of most rural families, who, to a much larger 
extent, consume the commodities which they themselves produce. Tor this reason, 
indeed, comparisons between the incomes of urban families and rural families 
are often misleading, through not allowing for the non-money income of the latter, 
Certainly most people never think of their non-money income. as income at all, 
and would never consider putting the rental value of their owned homes into their 
dncome tax returns. Indeed, the income tax authorities of Canada do not expect 
them to do so. 


Pearle eVOLe Lay Dew 


(2) United States Devartment of Oommerce; “National Income 
1929 - 1935", Washington. 
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Difficulties experienced in expressims the totzl income of an individual 
as a single figure are multiplied a thouganc-fcld in any attompt to express the 
total of the national income as # single figure. The individual and corporate 
ineomes which are to be combined into this grand total without duplication are 
of such a heterogeneous character that any figure which may be given as the grand 
total of the national income must include some margin of error. 


The computation of the national income involves research by two 
different avenues of approach, 


(1) Statistical data on en annual basis are collected by the Bureau of 
Statistics for most of the groups engaged in commodity production, trade and 
leading branches of transportation, The "gross revenue" received by each of 
these grouvs is taken as the starting point. 1; The cost of raw materials 
process supplies, fuel and purchased electricity is the first dddtiotionst2 Tt 
is necessary also to subtract the miscellaneous expenses including rent, 
insurance, taxes, etc. The collection of miscellaneous expenses by the census 
of industry was discontinued after 1921, but the relationships established in 
the first three vears of the post-war period are proving valuable as 4 bagis of 
estimate, A special questionnaire has also been distributed to obtain a sample 
of miscellancous expenses for the years 1929, 1955, and 1956. 


Having deducted the miscellaneous expenses, the residue may be called 
the 'tgross national product', The next step is to estimate devreciation and 
depletion as a percentage of the fixed capital employed by the several groups. 
The gross national product less depreciation and depletion is regarded as the 
national income, It is not feasible to apnly this treatment to all industrial 
groups of the Bureau's classification, but a growing proportion of the field is 
amenable to the method. Under the heading of real estate in the finance group, 
an estimate of the imputed rent of owned houses is included. The international 
balance of dividend and long-term interest pvayments is also deducted as a final 
adjustment, 


(2) A second approach is by a summation of payments made to individuals. 
The normal source of information for this method is the tabulation of income tax 
returns. Such information forms the basis of the excellent estimates of national 
income prepared for the United Kingdom and the United States, Uowever, the 
considerable expense involved in tabulation has militated against such elaborately 
detailed presentation of this material in Canada. 


The eensus of industry furnishes data of the amount of salaries and 
wages paid, and wage data for decennial census years are available through the 
population census for each of the main industrial groups. The indexes of wage 
rates vublished by the Department of Labour and the monthly survey of employment 
conducted by the Bureau, are useful in estimating earnings for the intercensal 
years where specific information is not otherwise available, The numbers of 
persons working on own account and for employers, as reported by the deseennial 
census, is valuable for estimating the withdrawals of entreprencurs. Volumes X 
and XI of the Census Reports present pertinent data regarding wholesale and 
retgzil trade and a portion of the serviae field. 


A gample of dividend and bond interest payments may be compiled from 
ean examination of company accounts. The net amount of dividends paid by privately 
owned companies as well as by corporations with public investment interest is also 
available, It is possible to estimate from census data the total amount of net 
rentals paid on dwellings, Ths contribution of government to the national income 
consists of the net interest paid on the funded debt and the salaries and wages, 
service and social pensions, compensation payments, and relief. 


(1) For an exvlanation of the computation of "gross revenue" in 
construction see Apvendix ITI. 


(2) The figure thus derived is called by the Dominion Bureau 
of Statisties “value added”, 
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The ageregate paid to individuals is adjusted for business gains or 
losses. The latter sienify the additions to or deductions from surplus by 
business concerns. After makine the adjustment, the result is an estimate of 
the nationel income which should conform closely to the totel prepared by the 
alternete »roduction method. 


The Bureau's present solution is to make two independent estimates of 
the national income for each year. One estimate is derived from a study of the 
separate industrial fields in which the income originates, the second is mainly 
an aggregate of incomes received by individuals with an adjustment for business 
gains or losses. 


Royel Commission on Dominion-Provineial Relations - wetimate(@) 


The national income study prevared by the Research Staff of the Royal 
Commission on Dominion Frovincial Relations represents in large part 4 different 
approach to the problem of computing thé national income. For the purposes of 
the Royal Commission it was desirable to improve the accuracy of the estimates 
of the Dominion Bureau of Statistics, which in the opinion of the Research Staff 
contained a number of duplications chiefly due to inadequate allowances for 

xpenses, and to give a breakdown of the national income by provinces. For the 
purpose of obtaining estimates of the total income received by the residents of 
each province and to avoid duplications, the "income paid out’ and, in some eases, 
the "income received" method was adopted. The last estimates were published by 
the Research Staff in January, 1941. A revision of their estimates has been 
undertaken since. The Research Staff has kindly given the writer access to their 
latest estimates ver July, 1942, thus enabling the writer to give a more accurate 
picture, It must, however, be emphasized that even these revised estimates are 
tentative only. There may be a further revision, 


Bank of Nova Scotia - Estimate 


The national income estimates made by the Bank of Nova Seotia are based 
on the “national income produced" method. ‘That means that the Bank of Nova 
Scotia attempts to measure the total net value of production of all industries, 
including those providing services as well as those producing goods. Since all 
of the income arising from Canadian production is not currently available in 
Canada - some of it is paid to foreign investors and only partly offset by 
receipts of income from abroad and some of it is required to cover depreciation « 
an adjusted figure known as “available national income” has been calculated by 
the Bank of Nova Scotia. This estimate, which is smaller than the unadjusted 
figure of income produced, is used by the Bank of Nova Scotia for the purpose of 
covering the national income, The Bank of Nova Seotia comments on its own 
eeu ete that ‘these Pigures of available national income may be somewhet too 
large," 


To give an approximate picture of the difference of the three national 
income estimates tho figures are compiled in Table I, shown on the following 
page. Data used in this table are preliminary figures and their sources are given 


ad 


(1) The Dominion Bureau of Statistics: "National Income of Canada 1919-1938", 
Ottawa 1941, and Canada Year Book, 1938, pp.889 ~ 891. 


(2) D.C. MacGregor, J.B, Rutherford, C.E. Britnell, I,J. Deutsch, Research Staff 
of the Royal Commission on Dominion Provincial Relations (Rowell-Sirois Commission): 
"Nationsl Income’? Avpendizx 4, Ottawa, 1959, and "National Income 1937-1940", 

Ottawa, January 1941, | 


(3) The Bank of Nove Gectia: "Monthly Review", Toronto, September 1940, Vol,.XIV, 
Number 9. See also the ’Menthlv Review of November 1935, December 1935, 
Mey 1937 and July 19358. 
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TABLE I. 


Comparison of Three Estimates of 
the National Income of Canada 
1919 - 1940. 


Royal Commission Bank of Nova 
(2) Scotia. \*) 


ase mates wo 


Dominion Bureau of 
Statistics. (1! 


Million Dollars Millien Dollars Million Dollars 


(1) National income 1919 - 1938 published in a report entitled 
"National Income of Canada 1919 - 1938" (Part I) by the Dominion 
Bureau of Statistics in 1941. The figures given for 1939 and 1940 
were estimates published in the Canada Year Book of 1940 and 1941 
respectively. The Dominion Bureau of Statistics is undertaking a 
revision of their national income estimates. The revised estimates 
will be published probably in the spring of 1945. Tentative revised 
estimates are clready available. The figures up to 1937 differ from 
the figures available in the report published in 1941 only to a very 
small extent. Estimates for 1938 to 1940 differ approximately 1% 
for 1938, approximately 8% for 1939, and approximately 12% for 1940. 


(2) "Income Paid Out" 1926 to 1937, taken from Appendix IV, Table I, 
of National Income", a study prepared for the Royal Commission on 
Dominion-Provincial Relations published in 1959. The figures for 
1938-1940 have been supplied by the Research Department of ths Bank 
of Canada. aA revision of their national income estimates is being 
prepared. 


(3) “Available Wational Income" 1921-1939 taken from the "Monthly 
Review of the Bank of Nova Scotia", May 1957 and September 1940, The 
figure fer 1940 represents only a preliminary estimate and has not 
been published yet by the Bank of Nova Seotia. A revision of this 
national income estimate is being undertaken by the Bank ef Nova 
Scotia. The revised figures for 1938 and 1939 are 4,156 and 4,445 
million dollars respectively. 
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NATLONAL INCOME OF CANADA, 1926-1940 


Rank of Nova Scotia ; 


Dominion Bureau of Statistics 


Royal Commission 
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Comparison of the Estimates of National Income made 
by the Dominion Bureau of Statistics, the Research 
State of the Royal Commission on Dominion-Provincial 
Relations, and the Bank of Nove Scotia. 


Dominion Buresu of Statistics: ‘National Income com= 
outed by a combination of the "Income Produced” and 
the "Income Paid Out" methods. 


Royal Commission: “National Income Paid Out" computed 
py the "Income Paid Out" method. 


Bank of Nova Scotia: “National Income Availadle® com= 
puted by the *Income Produced” methode 
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jn footnotes. An illustration of this table is given in Figure II. It is 
important to bear in mind that the ficures contained in Table I are preliminary 
figures only and that the revised estimate vresently undertaken by the Dominion 
Bureau of Statistics and the Research Staff of the Royal Commission will change 
the picture given in Figure II. 


The comment made by the Research Staff of the Royal Commission on the 
differences between the three estimates explained that the differences are 
mainly due te "the known duplications in the Dominion Bureau of Statistics and 
the Bank of Nova Scotia estimates. On the other hend the estimates of the 
research staff of the Commission are probably on the low side, although by a 
much smaller and relatively unimportant net amount, on aecount of omissions, 
The omissions are chiefly in the estimates of investment income, income from 
odd jobs and the income of miscellaneous workers on their own account", 


4& margin of error must be allowed in the computation of the national 
income, chiefly because of incomplete statistical coveragsé. Constituents of 
income ave not all measurable and the available statistical information of 
income is not adequate to supply all data reguired for a national income study, 
Both estimates made by the Dominion Bureau of Statistics and Research Staff of 
the Royal Commission have their particular advantages. The Dominion Bureau of 
Statistics covers in greater detail the productive sources of the national 
income by distinguishing three economic divisions (commodity producing, commodity 
handling, and facilitating) and fourteen major groups (agriculture, forestry, 
fisheries and trapping, mining, manufactures, n.€,S., construction, custom and 
repair, transportation, communications, trade, finance, government, service, 
excluding custom and repair). The estimate made by the Research Staff of the 
Royal Commission supplies useful information with regard to a provincial break-~ 
down of the national income,(2) 


In conclusion, it may bo said that “able I and Figure II show only 
in a rough way the different results which the national income estimates under- 
taken by the Dominion Bureau of Statistics, the Research Staff of the Royal 
Commission and the Bank of Nova Scotia have produced, To obtain a more 
accurate picture it would be necessary to adjust the estimates made by the 
Research Staff of the Royal Commission for certain accruals of income which 
differ from the amounts actually paid out to individuals during the period in 
guestion. Detailed information to this effect is not available and it is for 
this reason that the above comparison will have to suffice to shew the 
difference of the three national income estimates. It is interesting to note 
that Figure II shows that, on the whole, the national income estimates made by 
the Dominion Bureau of Statistics and the Researeh Staff of the Royal Commission 
follow a similar trend. Wor several years of the period analyzed, the 
difference between the two estimates is without appreciable variation, This 
fact may allow us to infer that the different result obtained by both 
computors is due to a more or less constant factor. Figures III, IV and V 
bring out similer results. Even if both estimates have their particular 
advantages, it appears that a unified method of computing the Canadian national 
income would be highly desirable. A similar opinion is expressed by the 
Dominion Bureau of Statistics which states: "It is regrettable that no 
unanimity has been achieved as the content of the national income, definitions 
tending to centre around the production of goods and serviees and income payments 
to individuals’.(9) 


Let us now consider the methods of measuring the importance of the 
construction industry in relation to the Canadian eoonomy as indicated at the 
beginning of this section. 


OA A ETT LT CI AES 


(1) Research Staff of the Royal Commission on Dominion Provincial Relations: 
"National Income”, Annendix 4, Ottawa, 1959, p.1e, 


(2) The recent national income estimate of the Dominion Bureau of Statistics 
includes a provincial breakdown of the national income. 


(3) Dominion Bureau of Statistics: “National Income of Canada, 1919-1938", 
Part I, Ottawa 1941, p. 129, 
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1. Not Income in Construction and Net National Income 


Tabla II on the following page and the chart (Figure III) following it 
give < comparison of income originating in construction with the national income 
estimates made by the Dominion Bureau of Statistics and the Researck Staff of 
the Royal Commission for the period 1955-1939,(1) the figures indicating the 
national income as estimated by the Dominion Bureau of Statistics are the latest 
as per September 1942, 


It has already been mentioned in Section II that the Construction 
Census was introduced by the Domiriion Bureau of Statistics in 1934, but that it 
was not before 1935 that the basis of this Census wes standardized. It hes 
been found advisable, however, throughout this study te use for the purpose of 
analysis the five-year period 1956-1940, This period gives the latest picture 
of building and construction as reported by the Construction Census. “) one 
exception, however, is made to this rule. for the purpose of comparing net 
national income and net income resulting in construction, the perfiod 1955-1939 


has been selected beczuss there is no estimate of national income resulting in 


building and construction available for 1940. Such an estimate ie not likely 
to be made, since the Dominion Bureau of Statistics hss changed, in their 
revised estimate of the national income, the method of computation oi income 
originating in construction. While in their preliminary estimetes income result- 
ing in construction done by private contraators ani the public authorities 
(the Dominion Government, the Harbours Board, the Frovincial governments and 
Municipalities) was considered, only construction done by private contractors 
was taken into acount when compiling the revised estimatesof income originate 
ing in building and construction. Income originating in building and 
construction undertaken by the public authorities directly was taken into 
account under the heading "Government", together with income originating out 
of all other activities of the Government. (See the preliminary and revisec 
working sheets of the Dominion Bureau of Statistics in Appendix 18 


Tigures indicating national income paid out represent the estimates 
as ver July 1942, Both estimates are subjeet to further revision, Income 
originating in construction refers to construction as reported in the 
Construction Census (shown as eircle 1,a in Figure T). The sources of .these 
statisties are given in footnote (3) of Table II. 


Bearing the above qualifications in mind we are now able to arrive 
at the statistics which purport to show the relative contribution of con- 
struction proper to the Canadian economy, It will be noted that building 
and construction contributed to the national income, as estimated by the 
Dominion Bureau of Statisticg, 35 percent in 19355, 3 percent in 19356, 

3,5 vereent in 1937, 5.6 pereent in 1968 and 5.4 pereent in 1959, The average 
contribution for this fiveeyear period was 5,5 percent. The contribution of 
construction to the national income as estimated by the Royal Commission is 
somewhat higher, the average contribution for the five-year period being — 

o.6 vergent, 


At first sight this appears to be a very small contribution of the 
construction industry to the national income. However, we have to remember that 
no consideration has been given to the field of construction activity wich is 
not covered by the Construction Census (shown as cireles 1, beg in Figure na be 
and that no consideration has been given to the national ineome originating in 
the eonstruction material supplying and transporting industries. 
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(1) Figure III shows also the contribution ef wages and salaries paid in 
construetion proper to the total of wages and salaries paid in Canada, For 
sources of statisties see Table VI anc VII. 


(2) Only a preliminary edition of the Construction Census for 1941 has been 
published, This edition deals only with construction work undertaken by 
private contractors, A report on construction work undertaken directly by the 
public authorities during 1941 has not been published yet. 
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TABLE II. 


COMPARISON OF NATIONAL INCOHM ORIGINATING IN 
CONSTRUCTION WITH TYO NATIONAL INCOME ESTIMATES 


1935 - 1939 


Oo. . e S 


= re OE eT maT Nam PReT I AO aN Te eS: 


National In- 


National National In- Ratio of National Income 
Income, come Paid come Origina- | originating in Construc- 


Dominion Out, Royal ting in Con- tion to National Income 

Bureau of Commission struction Estimates 

Statistics Estimate (3) — 
{1) (2) (a) Dominion {b) Royal 

Million Million Million Heaoieg sy op. 

Dellars Dellars Dollars 


Percent Percent 


(1) National income, revised figures for 1956-1959, supplied by the Dominion 
Bureau ef Statistics as per September 1942. Since the revision of the National 
Income Estimate is not completed, there may be a further revision of these 
figures. 


(2) Income paid out, figures for 1935-1937 taken from appendix 4, Table [I ef 
"National Income", a study prepared for the Royal Commission on Dominion- 
Previncial Relations published in 1959, The figures for 1938 to 1939 have been 
supplied by the Research Staff of the Royal Commission. They represent the 
latest estimates as per July, 1942. There may be a further revision gf these 
figures. 


(3) Data for natiqnal inogme eriginating in construction taken frem "Operating 
Beeounts of the Construction Industry, 1919-1939" (preliminary sheet) supplied 
by the Business Statistics Branch of the Dominion Bureau of Statistics as per 
September, 1942, A revision of these figures, excluding construction work dene 
by the Dominion Government, the Harbours Board, the Provincial Governments and 
the Municipalities, is being undertaken. (See Appendix II). 
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SHARE OF CONSTRUCTION IN 
NATIONAL INCOME AND TOTAL 
WAGES AND SALARIES, 1935-29 
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Chart showing the contribution of pbuilding and construction 
to the netional income (Dominion Bureau of Statistics and 
Royal Commission - estimates) and the contribution of puild= 
ing and construction to tho total wages and salaries paid 
during 1935 - 1939, See Table II for sources of statistics 
with refcronce to national income percentages and Tables VI 
and VIL with roferenco to wages and salaries percentages. 


I ge eS re 


= = s 
c —% - _ = aS te s ae 
IRN IAAL LE I, ANI I Ft a NEN gee Cate =e 
- 4% 


> 
a 


pom 
= 


= 0 2 at 


” 
re 


eesti nes hem Ale sant 
> 


aig 


are 


eee 


Sate afl ree wres 


in eG AE A i eC ea Sabre 


| 
a } Bc INE 
, | ty ore beninle ‘ sath ! ic A tc; fi yj 
i | i hop Yn or whe: lai iy en es ' 1 
a — nae rye “ay | 
, Se « . 
4h re, 
c ; 4 * in | % 
i 7 
=. , { : ae ia el et ; 
1 } putt : 
Si Os es 
i ; 
ie i oe ee | 
i $ ft ~ < 
F : 
i : 1 
= 7 ; 5 i f Cae 
a 1 ; ity is Rs CLAYS A 
E it ‘ iy 
y- 
hy 
4 
2 1, 4 
, 4 i ig be bur rn 
: t 
, 4 
ny | 4 
F | 
y Thea 
M et 
im ; a ‘yen oe 
oy ae ‘ho ita a 
ra i ey 4 y Litem See, aaah i? 
Bohs tea r acd to aay’ ban 
tM i) aH Ogee sage Batty, BH aie teetia oms 
a 7 ty } $r * ve we} CRE 
FA EET a a ‘i baila ‘amie LSS: bits he 


- 4] « 


2, Changes of National Income sand Total Value of Reported Gonstruction. 


Rearing in mind what has been said about this analysis at the beginning 
of this section, let us now consider the changes of national income anc of total 
value of construction during the period 1936 - 1940, The following tables show 
two National Income Estimates and Total Value of Construction" (Table III), 
vAnnual Changes in National Income Estimates and Construction Values" (Table IV) 
and ’Relative Increase and Decrease in National Incoms H#stimates and 
Construction Values’ (Table V). 


It is of interest to note that, according to the estimate of the 
Dominion Bureau of Statistics, the national income increased considerably in 
19S€ from its 1955 level ($468,000 ,000) and again in 1937 in »vroportion to the 
1956 level. ($515,000,000) the national income decreased during 1958 { 355,000,000), 
and increased somewhat in 1959 (268,000,000) and considerably in 19490 
(807,000,000), The yearly average of increase of the national income for the 
period of 1956 = 1940 amounted to *397,000,000, The annual changes in national 
income as estimated by the Research Staff of the Royal Commission differ to 
some extent, the yoarly average of inerease amounting to ‘$211 ,006,000 for the 
period under review, T:sble IV shows also the actuel increase from year to 
year of tote] value of construction. The lowest increase was in 1938, when the 
total value of construction was only enproximately 41,000,000 higher than in 
the year previous, and the greatest increase is to be found during 1940, when 
it amounted to $101,000,000. Table V shows the relative degree of change from 
year to year of national income and construction value, (1) Tt shows most 
markedly that the increase or decrease of th total value of construction took 
place at a much more rapid pace than the increase or decrease of total national 
income, Thies volatility or susceptibility to economic change of the construction 
industry is of prime importance because it offers an explanation for the marked 
fluctuations of the volume of building and construction during the “between 
the two wars period’, 1919-1938, This fact of great fluctuations in building 
and construction as compared with other industries or the total economic 
activity of the country is clearly recognizable from a number of charts which 
are included in this study. (See Figures V, XIII, <V, AVI, and XVII). In 
this connection it might also be said that cyclical variations of the con- 
struction industry are almost invariably greater than those of anyother industry. 


The Dominion Bureau of Statisties comments on the marked fluctuations 
of the construction industry, in a memorandum to which the writer was kindly 
given access, as follows: 


"Shifts in population and associated developments also constitute 
a major influence, As buildings are immobile and durable, a migration 
zeographically is as important as in ingrease in the total. 


"Increased construction programmes are normally bound up with 
increased productivity in other branches of industry and with trends in family 
life and expenditures which are made possible by larger incomes, Increased 
savings permit enlarged construction activity to meet increased demand and at 
the same time stimulate construction projects as profitable investments. 


"Construction is the most consvicuous example of an industry carried . 
on in almost complete dependence on local demand, The building industry is not 
only the most widespread in its operations but it is also one which expands 
most rapidly in prosperous times when it attracts great numbers of general and 
nasual workmen - a characteristic which explains the high rate of unemployment 
from which the industry periodically suffers. 


"The industries supplying raw material such as lumber, steel, cement, 
paint, glass and hardware are prosperous when the construetion industry is 


(1) This relative degree of change from year to year is sometimes called "Link 
relatives”, These relatives are expressed in percentsases by using the year 
previous ag base for the computation of the increase or aecreuss of the fallowine 
year. 
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TABLE III 


Two National Income Estimates and Totel Velue of Reported Construction 
1936 - 1940 


Total Value 
of construo6- 
tion (3) 


Netional Income 

Peid Out - Royal 

Commission Estimate 
(2) 


Million Dollars 


Netionel Ineome 
Dominion Bureau of 
Statisties. (1) 


Million Dollars Million Dollars 


eee ccc enRe NE TSE A LI LE, S 


3,417 


Average 
1936-40 


(1) National ineome, revised figures for 1936-1940, supplied by the 
Dominion Bureau of Statistics as per September 1942, Since the revision 
of the national income estimate is not oompleted, there may be a further 
revision of this figure. 


(2) Ineome Paid Cut, figures for 1936 - 1937 taken from Appendix IV, 
Teble I of "National Income" a study prepared for the Royal Commission 
on Dominion=Provincial Relations published in 1939, The figures for 1935 
to 1940 have been supplied by the Research Steff of the Royal Commission 
of Dominion-Provincial Relations. They represent the latest estimates 

as per July, 1942. There may be a further revision of these figures. 


(3) Total Value of Construetion, 1936 = 1940, taken from the annual 
"Report on the Construction Industry in Cenada" 1936 - 1940 published 
by the Dominion Bureau of Stetistics in 1958 - 1942, 
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Chart showing the variation in National Income estimates 
and total value of reported construction, Fer sources 
of statistics see previous table. 
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TABLE IV 
ANNUAL CHANGES IN NATIONAL INCOME ESTIMATES aND CONSTRUCTION VALUES 


1936 - 1940 


National Income 
Paid Out Royal 
Commission Estimate 


Million Dollars 


Te we te ee 


Total Value of 
Construction 


National Income 
Dominion Bureau of 
Statistics Estimate 


Million Dollars Million Dollars 


Yearly Average + 397 


Table showing actual increase or decrease, from year to year, of National 
Income Estimates by the Dominion Bureau of Statistics, and the Royal Commission 
on Dominion-Provincial Relations, and total values of construction as reported 
by the Construction Census published by the Dominion Bureau of Statistics. An 
increase is shown by +, a decrease is shown by ~. 
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TABLE V 
RELATIVE INCREASE AND DECREASE IN NATIONAL INCOME ESTIMATES sXD COMSTRUCTION VALUES 


1936 - 1940 


National Income Natignal Income Total Value of 
Dominion Bureau of Paid Out Royal Construction 
Statistics Estimate | Commission Estimate 


Percent Percent Percent 


a ee Lares oe nee ee ne 


4.15.3 + 9.62 + 20. 

4 13.44 4 12,05 + 36.43 
1.26 $1.33 + 0.28 
+ 5.92 Si Bi6 


+ 15.32 + 27.07 


| + 8,85 


Table showing relative degree of change, from year to year, of National 
Estimates by the Dominion Bureau of Statistics, and the Royal Commission on 
Dominion Provincial Relations, and tetal values of construction as repgrted by 
the Construction Census published by the Dominion Bureau of Statistics. An 
increase is shawn by +, a decrease is shown by -. 


* ay iy 4 
Te, 


Sh ; 
: cf / ’ ’ a Mh , 
” . a , ee Kk 
¥ f } 7 rn 
, ‘ 
¢ at r i x 4 ’ 
DOF i ‘ie a 
ipo «dirs uti ihlindpaveoiaendtbaaaaretier ik sinviyie Inoinanepeteinn lini ars amie “ 


y 
1 at as y “ ots oo { 
} aera VS eT a eel ee rene nenuhennnecininatoeniahih ahaa eh i ee . 


tandleiu emery jooe mort " cereale =o ‘a cake 5 pros pagal ‘aldine 
‘\ “geakea ein bo Lavad oft boa ,eottetteta: To pyrene notnined oft ye. eutaakted | 

Sour’, He te hikes s te aavtev, Ladod Saw ‘aol tee ht Tetouiver-as tana . 
Ka. Oo Teens Ia wowed wolaimod elt ya berber aoe sok douateod aiid c 
| 3 | em OS cnet ot samenoyh BW ot xd Eshncat et wagons tt 


~ we Ree le a em Oe = w ‘ ' 


ie 
Vv AIeaT 
Toy Aha BRIM TE SHOR . GAMOT EAM OE auesseus tea utah 


wey he ge fate "i 
BWIA hate te HO! at 


a pike . 


ObeL ~ acer 


Ag b etetrue go thes WAM! Bel pe + reine von rqeeies 
i 


Rez ‘anid av i Legon 
" fo bvourttiacd * 


sam phot genta: Eee Mee es ee ee a see aeae oi ses ating ere te te 
H 


ors “san T Lanta wy amid act fast tat IE - ‘ * ae - 7 


‘ 
H 
b, 
' 


ni 


stan iver ae ea trod | atont tet goite beta ; . 


: Spoomes ‘ Seno "cE ny depot 


- 
q 
- 
aielh eae ral y i ‘ 2 
a neeion Arta (bapa A etal Wiper AD ® YFP sive mie 1B sen weend” Ne ar fe lat ae ag sans he wing pene eis ta . 
+ 3 . : 


Lavon two bret | to deatad aotaimed. } 4, ad he 


rw 
Mh sh 


Sa,% 4 oe 
ae eh 
rc ek ae A | RE 


2 st + 
‘fiona 88: sites a | BRRE 


i 
: 
| 
; 
i 


Lite 


#862) hy aye 


a enh PETE seg Bers OS aig ate S Sate I ty i 
+ 


ee Ste! ie: “un a. 
em i $c be , desir ae 
, ; i, wag slack set ee Pannev ues He ee een caenaaenenien 
ve Fenn ied he: watery ‘ot reey bork wigands ‘0 eemges 
Oop. Ro nitee snes Layet oth bad ,eptialrers. 20° eet, 6 
x“ SOF inet as ‘anginetnnen to pentertetet fas sented 
‘dia ‘seobnentere ‘he eaomet votehmod ede yd asia tletig, 
za hie cal i Fait Magic Pep ad 
i, ‘ 


oe RE RS ER) AOR OR TO ON 8 eee pete een eres ie ea eee 


— 


RELATIVE INCREASE AND DECREASE | 
IV NATIONAL INCOME AWD 
CONSTRUCTION VALUE, 1936-1940. 


: Pode 


{ 


I 


Ree AN A Sed ice nah: A weoet) neaphapwaran(aee:s) emetirencepbeeumertts! SSS 9 NT SPO) SP EME = SY Ae seween | SS e/g) 0 he eee tm are ten 


| /\ 
la sald 
30 f ‘ 
/ \ 
/ \ r 
/ Construetion “A 
20h a f 
\ Panne 
\ L , re 
Peak. é f vf 
cao cs clare ee eae sotsnen bos \ A 3 fed 
Jetta ae National APA ist 
Tor Ll \ ) 


Income (R.C.) “fe 
Tannen nen Rat by 


‘ \ ae 
National Subic 
Oi- De 


Income (D.B.S.) pd Site 


- eee pecan eect nanan pe ne Og SALLI ALCOA LOLOL ALA ne 


Chart showing relative degree of change, from 
year to year, of National Income Estimates by 
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active and depressed when it is at a standstill. Current conditions in the 
construetion industry react vowerfully unon the whole economic life of the 
nation,” 


The marked fluctuations of building and construction are more 
clearly recognizable if we consider a longer period than analyzed in this 
section. In Section VII a comparison of the total nationel income with’ 
income originating in building and construction for Canada and the United 
States during 1929-1958 is made, Table XXIII, xxIV and XAV and Figures 
XVIII and XIX show clearly, for this major phase of the business cycle, the 
different course which building and construction took as compared with the 
national income, The marked fluetuations of the oonstruction industry are 
also emyhasized in Section VI in which eonstruction is compared with other 
industries in Canada. 


3, Wages and Salaries in Building and Construc- 


tion compared with Total of Wages and Selartes,. . 


It is intended to compare in the following, for the period 19356 to 
1940, the total wages end salaries paid in construction industry, including 
the construction material gupplying and transporting industries, as reported 
in the Construction Census (shown as circle 1,a and circle 2 in Figure I), 
with the total salaries and wages paid to all persons employed in Canada (shown 
as circle 8 in Figure I), using the latest estimates made available, as per 
September 1942, by the Business Statistics Branch of the Dominion Bureau of 
Statistios, 


Persons earning a salary or wage in Canada are classified by the 
Fopulation Census of the Dominion Bureau of Statistics as "wago-earners". The 
term “wageeearner”, as used in the census, means a person who works for a salary 
or wage irresnective of the nature of his employment, "warnings" includes 
moneys received by way of commission or piece rate payment in addition to 
salary or wage, but does not include income from investment, pension or 
compensation. Hence such gainfully occupied persons as “employers”, who 
employ others in the conduct of their own business, or "own account workers", 
who prastise their trade or profession unassisted, or “unpaid family workers", 
who are employed without pay on work which contributgss ta the family income, (2) 
as do many farmers' sons, were not included in the eensus inquiry on earnings. 


It is, therefore, important to bear in mind that the following 
compartson shows only what part of the total wages and salaries paid to all 
persons employed in Ganada (shown as cirele 8 in Figure I) is due to the 
activities of the construction industry and the industries supplying and 
transporting construction materials as reported in the Construction Census 
(shown as circlé1,a and 2 in Figures I), Wages and salaries paid to persons 
not reported in the Construction Census (shown as circles 1, b - g in Figure I) 
are not considered, 


There are two difficulties to be overcome before we are able to 
compare likevith like, Firstly, the figures conteined in the Construction 
Census indicating the total of wages and selaries have to be adapted for our 
purpose because the withdrawals of working proprietors are included under the 
heading “salaries and wages", Working proprietors, however, do not fall 
under the definition of "wagemearners" and their withdrawals have, therefore, 
to be segregated from the wages and salaries vaid to persons employed in the 
construction industry. 


The Dominion Bureau of Statistics has used an ingenious method of 
segresating withdrawals of working proprietors from the salaries and wages 
paid in constructicn work vndertaken by general and trade contractors and 


Oe 


(1) Census of Canada, 1931, Vol. V, pe ate 


ap ats ve i, bie a ne i, 1H Vee 
ed natal Cy ape pirieedne subd” agi tie OR ES 
"tots At aon ih ‘at anil cael me ay, 


% 


i, r } ( ] AiR i ashi j fe 


ms | ny | wapantg peg ror aed etene ‘at aliatan ‘Saw .:) 
| | Et pete ate ne. aunts sida ie oe Hath. a 


Oe a feroW: erie <urth aie ‘Lot bat: ai Srmetmod: ot denabsad iz ‘ae 

' rik Ste Loxt) pre toai Mhys path ana 4G farsa ae hte natre tae ons beggw | tudor i 
beMogs ae” eed ndiwient Lark mom eumdies: fea: ont yee Eebuectaaat wotto : 
ORE eit wh 1S bh eh o ie i ii’ worn tite ge cvlorta aviaced Agltoursar wn 
sree F Dei ft evi, Wwe Bi Oa eT aie ett Bras tego ‘bare aetyeis’ Ore Sl das 
sie or) pat aliavin, abe Se sa geese, ade aetaw OF errgth. nea Feats 
ri) 4 pews vaticrtemant wilt 3a toned BY. Soh 1] vial enohene ont. a de ai big 


$- 

% 
1 
x 


Pa? 


y iia. ow TH: yiraloe. a ankiruse Reni Nig Ui 
Coy PE AP SLT t Akh ie hy ip yaw" Bs) ms ty Lvs che, $63 ‘pre sane gofas ee eid To Gargared gottat 
AL on ON: aakroe (deli cote a , eat: ith ie beast me) Mining 
CE att Sarge Ln ne rege Eee bet Ho verniitia eal, 20 OWT HOOCRALEE 
| igi waete. to mote eke ‘gar to Yew ya ser 28 


meet we td bigat meta tov aand SE gt i, 


i 


if Wihit at i ye Ok Cf Ki Pa ir fh) % Myre f bie! nme 


ne SOP AMAL SSE ips 9 
po) wok rhthe ai Kevary) 


ied eR cena Gm 


¥ “Al , Her EE wif are Ba cs TK sel 8a : bas be cr bard he ") wf - £05 04 bts dive Hoa. ek Faas 
Varna Sits) bi a eek ed red met! Ben fruheos eit ink | aiodte 


i 
Mienited » abt 
ant ine E ¥ ‘ 
| ei 


Hanek is cipranian! oda attoay. to etakt thede aed tom 
RE COO MOR meer ele 1A deronct hiv hoger ce 


sit 


OPN ue ext a pshgeen at ne fapetomt aoe onee’ ies Raat bd bass) 
 HagnDkee ae hogy alt ASLAM ghd yuo oY vite aad) idaiieds lad x .eyie OR 
NS La Or Ten | eo aL ia eanin EL BeOot ads tag: sana: y Lao -emorte: wate S 

uy it ee “ ‘ ‘ity ehagTh eS eho ae weds) witonsgtied) at poee tga A ne 
ie Bl ANE Pe = 8 aarti ‘add Bria ristinelin sildoutpados ary 20. ae 
nue) aay ‘cident wi CRY aid \ tok fe Pay, ryt aLelned duet poktarestancay arth . 
ee wie oF ate ceceeies bose went “en etuyhs ot c hee pg, ‘fide hohe BB 

1% dringh s al) 8 gL wahonkd an unite)’ eUan ot eote Poy nteaod ailt ni begat cr 


f ve  ipsieh vette wn LO ong’: “whigg’s eb Wt nd wekn tos Yoth Sui ots oneat =| 
ig heidi Abebnensy oie me Dee ine mice ttm rath ‘eda tee aathit shows ie EMO 
we s%! betin 6 8 od oF vay ml ‘a Lok tpt: anew Yo: ‘fos eds getdwods qa 
pee 1.2 nants SPs SN cena mitt gx Saeco ‘Yes, adatrnnbida ty: ols Di cdreinodiy ma 
OE Ra Segs aihy apieeatintt BAe beaaeonthy aa bee 0 a Heeger Ge ee Bs 
sO Leen y j own “a Lunweeeheta pur “gaat Goa “eremriacwegaw" hignis gree) i 
‘ee ine aan apt ‘SHORT, as: Bh incall bent oo wily, sett hee, 


it oe ea, a y : ae i 
i 7 Bae ' 


sey bet Sone eecibinoniie da bent “git gokanttade: ‘bs aaa ; 
| aegaw bie aeieeias jot) pie by, ‘auegdabwh! Niet Oe ankeaw eh 
a ” omer” exdtonasan’ obets yy an ee a few: ad Hy) 


AT 


gub-contractors. This method is described more in detail in Appendix ITI. 
Table VI, which will be found on the following page, gives in colum "B" the 
salaries and wages of persons employed with private contractors for the 
period 1956 to 1940 as computed by the Business Statistics Branch. In 
addition to the work undertaken by private contractors there was construction 
work done directly by the public authorities (Dominion Government, the 
Harbours Board, the Provincial Governments and Municipalities). In these 
eases the public authorities acted mainly as direct employers without using 
private contractors as intermediaries. The Construction Census reports 
salaries and wages vaid by the public authorities to persons employed on 
construction work, Ths respective figures are given in column "C" of 

Table VI. The total of wages and salaries paid to all persons engaged in 
construction industry as reported by the Construction Census is shown in 
column "Di of Table VI. Wages and salaries amounted to 95 million dollars 
in 1936, gradually rising to 148 millions in 1940. 


Me seeond difficulty is the facet that there are no wages and 
salaries revorted for the construction material supplying and transporting 
industries. We know the total of wages and salaries paid in the manufacturing 
industries, for example, the steel industry, and in the transportation 
industries, for example, the railways, but we do not know what share of the 
total wages and salaries paid is due to the production and transportation of 
construetion material. 


Pending a more detailed study of the problem we will have to rely, 
therefore, on an estimate which the writer has undertaken, A canvass has been 
made to determine the approximate ratio of wages and salaries to the total 
value of construction material used in the construction industry as reported 
by the Construction Census. The Canadian Construction Association was kind 
enough to draw the attention of the writer to the fact that a number of 
contractors have undertaken studies and estimates of the labour contents of 
construction projects which they have carried out. These studies contained 
useful information as to a breakdown of man-hours spent on ths production 
end transvortation of coustruetion material and gave also the approximate 
total of wages and salaries paid to persons employed in the production and 
transportation of the eonstruction material used. The result of the survey 
showed that most of the contractors were in agreement that 80 percent to 
90 vercent of the total amount expended for construction materials was spent 
on wages and salaries. The contractors based their reports on either actual 
studies which they had undertaken in the past or on estimates whieh they had 
made with the assistance of manufacturers supplying construction materials. 
Tn other words, according to oalanlations and estimates made by the Canadian 
contragtors, 80 percent to 90 percent of the value ef construction material 
goes into wages and salaries if the total labour contents of the finished 
product is considered from the raw material vroducing industry to the 
manufacturer producing the finished goods. 


The construetion industry glaims that these estimates are supported 
by a statement contained in a brief which the Conference of "all national 
organizations interested in the construction industry" put before the Prime 
Minister, Honourable R. B. Bennett, in February 1955. This Conference 
einphasized the importance of the construction industry for the Canadian economy 
by declaring that it has been proved "beyond doubt that for every dollar spent 
in the construction industry, eighty-two cents finds its way into pay envelopes, 
either directly on the construction job, or indirectly in the fastories 
manufaeturing construction materials and the transportation companies which 
carry them to the works. Only the balance of eighteen cents represents the 
true material costs and the cost of financing other overhead", 1 


ee 


(1) "Conference of all national organizations interested in the construetion 
industry", Toronto, February 1935: Brief to the Honourable R.B, Bennett, 
Prime Minister of Canada; p.5. 
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FIGURE VI. 
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Chart showing a comparison (cumulative) of wages 
and salaries paid to persons employed in the con- 
struction industry and the construction material 
supplying and transporting industries with the 
wages and salaries paid to all persons employed 
in Canada, 1936-1940, ior sources of statistics 
see table on previous page. 
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COMPARISON Cumuative) OF WAGES AND 
SALARIES IN CONSTRUCTION WITH 
TOTAL WAGES AND SALAKIES, 1936-1340. 
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For the purpose of this study it has been assumed that 75 percent 
of the costs of all the materials used, revresent the total of salaries and 
wages paid in the construction material supplying and transporting industries, 
It must be emphasized that this.assumption will be approximately eorreet 
only for some industries produéing construction material. In other 
industries this percentage might be too largs, while in others it might be 
too low. It is clear that the labour contents of finished goods varies, 
Wowever, the above assumed ratio is only intended to serve as an average ratio 
covering all industries supplying and transvorting construction material, 


The importance of undertaking a study of the labour contents in 
construction material used on ¢eonstruction jobs is discussed in Section V, 
Here it may only be said that the Bureau of Labour Statistics of the United 
States Department of Labour has compiled statistics indicating the labour 
value of a number of finished and half finished products used by the con- 
struction industry. As a cheek, for the above assumed ratio of 75 percent, 
the writer has undertaken an analysis of some of the calculations which the 
Bureau ef Labour Statistics in Washington has made with regard to the labour 
contents and labour value of houses built under the Public Works Administration, 
Avproximately 42 million dollars of construction material used for building 
purposes was Subjected to the analysis and it was found thet, as an average, 
the ratio of 75 percent wus avproximately correct. It must, however, again 
be emphasized that even this check of a fairly comprehensive sample does not 
allow us to conclude that the ratio of 75 nercent will apply to every individual 
industry producing construction material, The range of ratio between the 
various industries might be quite extensive. 


The total of wares and salaries paid to persons employed in the 
construction material supvlying and transporting industries, ealculated on the 
assumption that 75 vercent of the cost of material used represents wages and 
salaries, are shorvm in column “si of Table VI. Column #F" shows the total of 
wages and saleries paid to persons employed in the construction industry 
including the construction supplyine and transporting industries, 


The Business Statistica Branch supplied the estimates as per 
September 1942 with regard to the total wages and salaries paid to all persons 
employed in Ganada. These figures are shown in colum "G” of Table VI. 
Column "EH" shows what proportion of the total wages and sularivc said in 
Ganada was due to the activity of the construction industry and the construc- 
tion material supplying and transporting industries as reported in the 
Construction Census. ‘The contribution was lowest in 1936 at 8.7 pereent and 
highest in 1940 at 12.2 peraent. The average yearly contribution for the 
period 1936 to 1940 was 10.6 percent. 


The Figure ¥ following Table VI shows in a cumulative way the share 
of wages and salaries paid by the construction industry (rrivate contractors, 
public authorities employine construction workers, and by the construction 
material supplying and transporting industries) as comvared with the total 
of wages and salaries paid to all employed in Canada during 1936 to 1940. 


In the following the results of the comparison of the net netionel 
income with the net income originating in construction(1) are brought into 
proper relation with the method used in the above mentioned analysis. 


For the vurpose of comparine the two different studies, we have to 
restrict our estimate in this section to the aativity of ‘tconstruction proper" 
and eliminate the estimated contributions of wages and salaries paid in the 
construction material suvplying and transporting industries which have been 
included in our estimate in order to give a complete pieture of all wages 
and salaries naid in construction industry, (2) 


me nee 


(1) See Subsection I : "Net Income in Construction and Net National Income", 


(2) The term construction industry is used here in its extensive sense as 
defined in Section II. 


. Bead . ¥ 


Soe aban 
7 q | ‘| 
’ ce Hes hi babe ny } 
. Ry uly ir i ‘a atin 
of a “ ye tye 
Nt Wikies vl 
e- + eo Oa W 
. 
. ’ te mn 
ier Wy 
ee Heh ich } p 
é i 4 if 
™ - : 
1 veete ar 
, i wal ita M .) wats 
‘ 
Ms 
ee a) 
ae 
aly 
j — Ge ; ‘enh 
t ‘ 
: ) ; tm P ee naa ees ‘hwy, 
ve = Teee.) e 
’ ia til ss iy 
. ; j nial PR 2). Se 
i ny PRD UGA LS ee 
‘ Es ‘% 
ae tate ‘ * : ‘ 
‘ - vs 
Mi a * 
ane ‘ ey SA ONCE OTE | 
*) i a = { ry ae | 5 
7 } Oe hy 
es ' re i 2 wi ki : 
L as aS 
‘ dl i) Ns et 8, “Wa ei ie he ory 
¥ A ‘ 
: a ' a 4 
+ i ' anv j 2 
4 a 
4 \ " paper 
% 
a! 
i ‘ 
4 i 
* ‘ty ae) 
* 7 
, ; sy 
A = 
iy iy oe 
ts ‘ \ Ay ol ee 
Oa ee Ate 
" hfs mm 
‘ : bs fey 
, seh Hye Sv : 
i Ly f bea | twee 
7 . ‘ 
, 5 ak “ we Ve ae ea a oslo ane | 
k | bog i ar m ; LS waar bal, AF Poe hry ia Z 
: ‘ Ss deeb 
is fe . a . - 1 J tp dane , te > re » ‘ 
t °. a | a wir A nes Ss - a IER i prhe's au +, ee 
? ° er \ Vey beet im k "ae ¥ oe m8 = ny 
- f. : 3 ; shed 
u ay e ee * ge 
; . a) 
7 ; ’ * “ar : ‘ 7 "Fr PP) 
ri Ee. € : f ah no at Lie rs wh a k 
j J it s f: 
Hh Birureyle aya ee at Pte 8 | iv ripe am 
een Oy ri eh aR 1 as lity Nie Mal Pat d pet 7a 
7 3 Vea a 
“5 : fd ia (t's jy \ hate 
” = , pied 5 “ ‘ w 4 - i ‘ , 
4 : : 
i eS . ; i : j : Dak ” Lestat eee ce Sy eng bi, 
Shah Law eC ee aT Me OL fet i 8 « Ceri akep uth | « aA PON i otal hes t qe os 
’ < * ¢ f Rw: 


cru 


ae ue ce hat at 
0 8 a Naa. 8 


-51- 


Table VII, shown on the following page, gives for the veriod 1935- 
1929 the contributions of income originating in construction to the national 
jneome as estimated by the Dominion Bursau of Statistics, and by the Research 
Staff of the Royal Commission, and indicates also what part of the total 
salaries and wages paid in Canada is contributed by payments of wages and 
salaries in building and construction proper. The variations between the 
three different average ratios of 5,5 »ercent, 3.6 percent and 4,8 percent 
for the veriod 1935-1959 show us the cossible range of contributions of 
puildine and construction proper. to the Canadian economy. 


4, Gross Revenue in Construction and Total Gross Revenue. 


2 es on 


The Business Statistics Branch of the Dominion Bureau of Statistics 
has suggested that some useful snformation could be obtained from a 
comparison of the gross revenue in construction with the total gross revenue 
and has kindly prepared for this report the statistics contained in Table IX 
which shows the "relative importance of construction as a segment of Canadian 
enterrrise, 1934-1940". | 


The Business Statistics Branch also gave the writer aecess to 
their working sheets on the gross national income, esveeially their 
compilations of gross revenue in construction. The statisties contained in 
Table VIII showing “gross revenue in construetion industry, 1919-1940" 
represent a summary of the data eontained in the working sheets. The 
description of method of computation of gross revenue in construction for 
the period 1919-1940 and the statisties contained in the working shects will 
be found in Appendix II. Here it need only be said that the Dominion Bureau 
of Statisties made two comoutations of the gross revenue of eonstruction: 

(a) the preliminary computation which deals with the total "gross revenues"! 
resulting from construction work done by private contraetors and the public 
authorities, and (b) a revised eomputation which refers to construction work core 
by vrivate contractors only. 


Before analyzing the findings contained in the above two tables an 
explanation of the term “gross revenue’ is desirable. 


The Dominion Bureau of Statisties uses the term gross revenue Or 
the purpose of indicating the most extensive form of the gross national 
income, which is a form of national income distinctly different to what has 
been deseribed in the beginning of this section as the net nations] income. 
Kuznets comments on the impartanee of distinguishing between net and gross 
national income by saying: 


“we have defined national income as the net value of all goods 
produced by the nation during a given time unit. The emphasis on net and 
the need of distinguishing between gross and net values become clear from 
two observations, First, nations] income measures the results of ceonomic 
aetivity cumulated over a finite neriod, rather than the state of the 
economic system at any one time, Second, the production of economic goods, 
both within sevarate enterprises and for the economic system ag a 
whole, involves the use and consumption af already existing goods, produess 
of time units creceding the one whose products are being measured or of 
this time unit itself. Since the full value of any good includes the value 
of other goods absorbed in its production, it would not do to count in 
national income the full value of A as well as the value of 53 consumed in 
the process of producing A, 


“Te distinction between gross and net is slearest in the case of 
a single enterprise, In performing its productive functions during a given 
period, an enterprise almost inevitably eonsuwnes vroducts of past periods 
and of other entervrises. Its snecific contribution to the value of goods 
made available during the current period for purposes of consumption and 
addition to stock is the value of its products over and above the value of 
products of past periods cnd of other enterprises consumed in the production 
process, Thus the net value of the enterprise's product is the full or gross 
value minus the value coneumed by it, i.e., the coat of commodities and of — 
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PARISON OF Tas GONTRIBUTION OF BUILDING AND CONSTRUCTION PROFSR 
TO Thi; NATIONAL INCOME .ND THi TOTAL WAGuS sND SALARISS, 


COMP: 


L9So. "1939 


Ratio of National Income Originat- | Ratio of Wages 


ing in Construction to National and Salaries 

Income Estimates(1) Faia in Building 
ae ene ent canner eine aman eee a and Construction 

(a) Dominion (b) Royal Proper to Total 


of Salaries and 


Ferpete) nie SOm= 
Bureau oO . vo Wages Paia(2) 


Statistics mission 


Fercent EFereent Fercent, 
oO 
550 


320 


Average ratios 
1935-1939 


(1) Por sources of statistics see Table II, 


(2) Data for 1956-1959 taken from Table VI. ‘The ratio is established 

by a comparison of the figures shown in column D with those in column G. 
The total of wares and salaries naid to persons in building and construc- 
tion vroper for 1955 is computed in the same method as used in Table VI. 
Data are partly supplied by the Business Statistics Branch of the 
Dominion Bureau of Statistics and partly taken from the Report on the 
Construction Industry in Canada 1935, 
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services of other enterprises used un in the production process. The factors 
in a given enterorise that give rise to the excess of the gross value of 
product over the value of products consumed can be identified: they are labour, 
services of managerial and entrepreneurial personnel and of capital. The net 
value of vroduct is thus the value of oroduction specifically attributable to 
labor, capital, and entrepreneurial ability engaged in the enterprise, 


"This description can be extended to the national economy as 4 whole, 
The sun of the net values of products turned out by the enterprises that 
comprise the eeonomic system is the net total that constitutes national ineome; 
and the sum of the full values of products of the various enterprises yiolds 
a gross national product total. The difference between national income and 
this gross nations] product is the value of products of entervrises consumed 
in the productive activity of all enterpygses that comurige the national 
economy. In other words, net national v¥dduct or national income is the. value 
of product specifically attributable to labor, capital, and entrepreneurial 
ability. "(1) 


The range of definitions of the gross natioi<] income by different 
computors varies just like the methods used for computin: the gross national 
income differ. 


The Dominion Bureau of Statistics calls gross national income, in 
its most extensive sense, "gross revenue”, The following stages are observed 
in proceeding from gross revenue to net national income: "Gros¢ Revenue” minus 
"Cost of material, fuel and electricity" gives "Value added". Thereafter 
‘General Expenses" (excluding wages, interest and orovits) are deducted and 
the result is "Gross National Froduct", From the Gross National Product 
tDepresiation” is deducted giving the "National Income“ (net national income). 


The Research Staff of the Royal Commission on Dominion-Provincial 
Relations speaks of "gross national product at market prices” in reference to 
the gross national income, ‘The following stages are opserved: To "Total 
national income paid out including military pay" (net national income) is added 
“Undistributed profits before deducting depletion” and an “inventory revaluation 
adjustment", The result is called "Net national income produced at factor 
cost"*, To this is added “Indirect taxes and revenues ex versonal taxes", 
gsiving the so-called "Net national income produced at market prices", The 
ageresate of this "Net national income produeésd at market prices" and ‘Current 
allowances for depreciation” results in the "Gross national product at market 
prices’, It is quite clear from this breakdown that "Gross national product 
at market prices” as computed by the Research Staff of the Royal Commission on 
Dominion-Provincial Relations is something entirely different from “gross 
revenue" as computed by the Dominion Bureau of Statistics. It might be said 
that in a rough way the "Gross national product at market prices” could be 
compared with the estimates made by the Dominion Bureau of Statistics under 
the heading “value added", since in both cases estimates contained under the 
headings described are arrived at by giving consideration to (a) net national 
inoome, (b) allowances for depreeietion, and (c) general expenses (including 
indirect taxes), 


Returning now to an examination of gross value of construction or 
“eross revenue” as shown in Table VIII on the following page, we find that we 
are now in the position to analyse and to present graphically the fluctuations 
which construction aetivity in this oountry underwent during the period 1919= 
1940, Hitherto, the statistics referring to "value of contracts awarded" as 
reported in MacLean's Building Reports were used for this purpose. ‘This 
method has two distinct disadvantages as compared with the method used in this 
study. 


(1) Simon Kuznets, assisted by Lillian Epstein and #lizabeth Jenks: 
"National Income and Ite Comnosition, 1919-1958", New York 1941, 
Vol. I, pp. 54, 35, 
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TABLE VIII 


CROSS REVENUH IN CONSTRUCTION INDUSTRY 


191¢ - 1940 


B C D 
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Construction Work Done Construction Work Bone {Construction Work Done 
by Frivate Contractors } by vTrivate Contractors |by the Fublic eee 
anc the Tublic Author- | only (Revised Jstimate)|ties only (B - cis 
ities (Preliminary (2) 

Estimate )(1) 


Million Million Million 

Dollars Dollars Dollars 
1919 See 208 89 
1920 444 O55 89 
1921 Sou 278 89 
1922 384 295 89 
1923 397 308 89 
1924 Pola}: 296 Bg 
IGe0 405 O16 89 
1925 452 565 389 
1927 510 421 89 
ove 489 89 
591 502 89 
539 450 89 
O91” 302 2: 39 
afl . 133 138 
208 97 Lad 
oe 99 78 
216 148 68 


258 LY 61 


(1) Data suvplied by the Business Statistics Branch of the Dominion Bureau of | 
St. tistics, Statistics are taken from the Ireliminary Working S Sheet which the 


Dominion Sureau of Statistics used for their national income estimates, For 
details and the method of computation see Appendix II. 


(2) Date supplied by the Business Statistics Branch of the Dominion Bureaw of 
Statistios. eat eee Sa are taken from the Revised Working & Sheet which the 
Dominion Bureau ef Statistics used for their nation2l income estimate. For 
details and the method of computation see Appendix II. 


(3) The fieuresfor 1919 to 1935 are based on assumptions made by the Dominion 
Rureau of Statisties. The figures for 1954 to 1940 are taken from the 
Construction Census for these years. 
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1. "Contracts awarded" do not include construction work undertaken 
by the public authorities directly. The Construction Census provides statistics 
for this type of construction work from 1934 onwards. Nstimates of construction 
work done directly by the public authorities for the period 1919 to 1955 have 
been made by the Dominion Bureau of Statistics and private sources, 


2, Contracts awarded during one year are not necessarily earried out 
in the same year, while in other cases some contracts awarded extend for more 
than one year, The values given under the heading "Construction Contracts 
Awarded" refer to work actually in sight. These figures are related to the 
figures of work performed during the year only so far as the work thus provided 
for ig completed and duly reported in the Census of Construction prepared by the 
Dominion Bureau of Statistics. Values of contracts awarded, especially those 
referring to building, are estimates - or tynder-estimetes" as it is explained 
by the Dominion Bureau of Statisties(1) -~ of work to be done. It is clear that 
Voontracts awarded" figures do not show the actual volume of construction under- 
teken during one year, which is exaetly the thing we want to know when we speak 
of yearly fluctuations in the siz- of the construction industry. 


The Dominion Bureau of Statisties has assumed, in its preliminary 
estimate of gross revenue, that the public authoritiss spent an average of 
339,000,000 per year for the period 1919 to 1931, $138,000,000 in 1952 and 
112,000,000 in 1933, and has added these figures to the estimates of gross 
value of construction work done by private contractors in order to obtain the 
total gross revenue of construction. Since there was no assurance that the 
above assumptions gave an accurate picture of the situation, the Dominion Bureau 
of Statistics, in its revised estimate, left out the sonstruction work under= 
taken by the Dominion Government, the Harbours Board, the Provincial Governments 
and the Municipalities when computing the gross revenue resulting from con- 
struction activities, This construetion work undertaken by the public authorities 
was treated as a part of governmental operations. 


Tn this connection it is of interest to examine the estimates made by 
the Dominion Bureau of Statistics in the light of calculations of the size of 
"yrivate” and "publie” construction made by W.eD. Blaek, the Free oy or the 
Otis-Fensom Blevator Company, Limited, for the period 1919-1933. 


Mr, Black distinguished between “private construction", the data for 
which he secured from "contracts awarded" statistics contained in the MacLeants 
Building Reports, and “public construction" for which he made an estimate himsel?, 
Mr. Black included under the heading of public eonstruction the “total value of 
all Dominion, Provincial, Municipal and Railway construetion”, (3) 


Two charts, one showing publie and private construation and the other 
illustrating the share of railway construction in public construgtion, are 
jneluded in Mr. Black's study entitled "Construction, the Joint in the Armour 
of Depression", The information gathered for the vurvose of Mr. Black's publication 
was unfortunately disposed of, but Mr. Black was helpful in providing the writer 
with the following stutement as to the method and accuracy of his estimate of 
public construction: 


(1) Ganada Year Book, 1941, p. 371. . 

{2) W.D. Black: "Construction, the Joint in the Armour of Depression", 
the text of an address delivered to the annual convention of the 
Canadian Construction Association, January 1954, 
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"rhe most difficult figures to obtain were those concerning public 
works, in which case I was obliged to have one of our reoresentatives in each 
of the Provinces make a search of the Provincial records of construction. 

There were some gaps in these reeords and a diversity in the form of present- 
ing them and in this case a certain amount of pro-rating was necessary altnough 
sufficient information was obtainable in all eases to indicate the general 
trend from year to year. The figures for railway construction were obtained 
from the two major companicés,” 

Figure VII, to be found on the following page, gives a graphic 
representation of 


1. gross value of construction work done by private contracters 
and the public authorities (shown as a full line}, estimate made 
by the Dominion Buréau of Statistics; . 


2, gross value of construetion work done by private contractors 
only (shown as a line broken by dashes and dots), estimate made 
by the Dominion Bureau of Statisties; 


3, gross value of public and private construction based on 
estimates made by W,. D. Black (shown as a broken line), and 


4, the ageregate of gross value of construction work done by 
-private contractors, as estimated by the Dominion Bureau of 
Statistics, and construction work done by the public authorities 
excluding railway construction, as estimated by Ww. D. Black 
(shown as dotted line), 


It apneared for reasons explained above that the combination of 
‘contracts awarded” method (private construction) and “yearly volume” method 
(public construction) used by Mr. Black would not give a very agcurate picture 
of the fluctuations in the yearly volume of construction agtivities. However, 
Vr, Black's estimate of construction work undertaken directly by the public 
authorities during 1919 to 1935 are, after the value of railway construction 
has been deducted, of great value for the purpose of comparison with the 
average figures assumed by the Dominion Bureau of Statistics to represent the 
construction work undertaken by the Dominion Government, the Harbours Board, 
the Frovincial Governments and the Municipalities. 


If we compare the curve drawn as a dotted lines, in Figure VII 
{Dominion Bureau of Statistiss! estimate) with the curve broken by dashes and 
dots (combination of estimates made by Dominion Bureeu of Statistics and 
War, Black), then we find great similarity in the design of both curves. Only 
for the period 1932-1934 is an appreciable difference noticcable, This 
similarity of the two curves allows us to infer either (a) that the assumption 
made by the Dominion Bureau of Statistics is a very good appraisal of the 
situation, or - what is less probable - (b) that there is a remarkable 
coincidence of two estimates which have been made by two entirely different 
computors. 


When summarizine the results of Table VIII and Figure VII, the 
following picture of the fluctuations of gonstruction gross value is 
represented for the period 19191940. 


The gross value of construction amounted to 5327 ,000,000 in 1919, 
rose to 444,000,000 in 1920, and declined somewhat in the following years 
for a short post-war depression period. Not before 1924 4s there a definite 
upward trend noticeable which continues thereafter until 1929 when the gross 
value of construction amounted to ~591,000,000, From 1950 onwards a rapid 
decline 4s noticable due to the depression in the early thirties, the Lowest 
point being reached with »,177,000,000 in 1954, From 1935 recovery is clearly . 
recognizable, though it is interrupted during 195° when there was practigally 
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no inerease of construction activity. we thugs have been able to obtain a 
Yairly accurate picture of the construction cycle for a period of more than 
swo decades, (1 


Table IX, at the end of this section, sives a comparison or gross 
vevyenue in construction with the total gross revenue as computed by the 
Dominion Bureau of Statistics, for the period 1954-1940, Construction rofers 
to the ectivity of private contractors only. Not considered is construction Wi: 
undertaken directly by the public authorities. The contribution of con- 
struction to total sross revenue expressed in percentaces variea betwoon 0,85 
poreent in 1934 and 1.98 vercent in 1640. ‘The average ratio for 1934-1940 
is 1.6 percent and for 1936-1940 is 1.84 percent. The low percentage will 
be no surprise if the following qualifications, repeatedly stressed throughout 
this section, are borne in mind: 


(1) "Gross revenue of construction" refors only to construction work 
done by general and trade contractors and sub-contractors. ‘This construction 
work is only a part of building and construction as shown in cirels l,a of 
Ricure J. 


(2) Total “gross revenue” refers to grows national income in its 
most extensive form. It is the aggregate of not national income, dupreciation, 
general oxrenses, and eost of materials. 


In conelusion it may be said that the completion of the present 
national income study undertaken by the Dominion-Bureau of Statistics will 
suvoply useful information with regard to the importance of construction 
industry in relation to other Canadian entervrises, although this study covers 
under the heading "construction" only ons segment of the construction industry. 


ad 


(1) This method of presentation could be improved by considering the changing 
alue of the Canadian dollar. 
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THE RELATIVE IMPORTANGH OF CONSTRUCTION 49 A SUGMENT OF CANADIAN unturr Rise, (1) 
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| 


1954 = 1940 


Gross Revenue in Total Gross 


Gonstruction Revenue 
(2) (3) 
Million Million Percent 


Dollars Dollars 


4veragé 1954-1940 


Average 1936-1940 


(1) Wstimates supplied by the Business Statistics Branch of the 
Dominion Bureau of Statistics as per Septcomber 1942, The estimates 
are subject to revision. 


(2) The term construction is used in this connection to indicate the 
construction work done by general and trade contraotors and subcon- 
tractors. This is only a part of what has been shovwn as circle 1, a 
in Figure I. 


(3) Total gross revenue ig the sum of net nation=1 income, depreciation, 
general expenses and cost of materials, 
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SECTION IV 


MOTIMAT: Or TH GROSS VALUE OF ALL CONSTRUCTION ACTIVITY 
IN CANADA AND A COMPARISON ‘ITH THE GROSS NATIONAL INCOME, 


It has been explained in Section III that the methods of eompari- 
son used there, refer only te the field of canstruction work as reported by the 
Constructien Census. 


It is endeavoured in this section tc supplement the analysis 
made in the previous section by estimating the gross value of all constructien 
work in Canada during 1940 and by comparing the result with the gross natienal 
income as estimated by the Research Staff of the Royal Commissien en Dominion=- 
Provincial Relations. Though the latter estimates are tentative only and 
subject to further revision, comparisen of these estimates with the estimates. 
of gross value of all construction done in Canada may give some indication of 
the importance of building and construction in relation to the Canadian ecenomy,. 


it has been explained in Section II that the Constructien Census 
published annually by the Dominion Bureau of Statistics repearts only a propar- 
tion of all construction work done in Canada. Thia proportien of constructien 
work reported by the Dominion Bureau of Statistics has been shown in Figure I 
as circle 1 a. It has further been pointed out that there were a number of 
persons engaged in construction work not reported by the Construction Census. 
This type of work was classified and shown by circles 1 b = g, It is this part 
ef constructian activity in Canada which the follewing estimate intends to cever. 


The estimate cf the gross value ef constructien not reverted by 
the Dominion Bureau of Statistics is based partly on an analysis which Professor 
D.C, MacGreger undertook in an article entitled “Gross and Net Investment in 
Canada - Tentative Estimates", 


Professor D.C. MacGregor and Dr. L.C. Marsh were kind enough to 
assist the writer in this analysis, Their sugzesstions and comments are partly 
embodied in the text and partly referred to in footnotes, 


NacGregor's Eotimite of Construction Mork on Rural 
and Urban Dwellings. 


Professor MacGregor, who was a member of the Research Staff ef 
the Royal Commission on Deminiogn-Provincial Relations, had doné ceusiderable 
work an the Natienal Ineome Study undertaken by the Cammissien, In the abeve~ 
mentioned artiale Prefossor MacGregor endeavoursd te estimate the gress value 
ar eonstruction work done in Canada for the year 1930, basing his ealculations 
upon the 1934 Census of Constructiagn pubdiished by the Dominion Bureau of 
Statistics, 


Praressor MacGregor, hewever, realized that the estimate thus 
derived was not satisfactory because of the incomplete statistical ceverage ef 
certain construction work done in Canada which has been shown as cireles l, 
b-gin Figure I. Therefore, he went into the question of estimating con- 
structign work done on all farm buildings, on dwellings other than farms and 


(1) D.C, MacGregor: Gross and Net Investment in Canada - Tentative Estimates", 
an article published in "The Cansdian Journal of Economics and Political Scienee", 
Torento, February 1941, Val. VII, No.l, pp. 39 fr, 
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on stores and other buildings which was not reportcd by the Construction Census, 
and sugsested a round figure of 100,000,000 for 1930 ana 373,000,000 fer 1937. 
These two estimatcs would cover thet typs of construction work which has been 
shown as circles 1, f and g in Figure I. 


‘Professor MacCregor justificd his essumotions by a piees of 
excellent analytical work, He found that there was only about tL, 000,000, 
reported by the Construction Census under the heading of "Trade construction", 
of work dene by “ccneral and trade contractors" in 1934, He commentod on 
these statistics: "It should be noted that not all of the cleven millions ef 
work reported above under trade construction in 1934 wes for repairs and 
altorations upon dwellings and farms, Perhaps no more than twoethirds or 
one-half of it relates to farm buildings and non-farn dwollines. In contrast 
with the amounts indicated for 1934 in the above table, the research staff of 
the Rowell-Sirois Commission cstimated that annual depreciation on farm build- 
ings was approximatcly 50 million in 1934 (National Income, Ottawa, 1939, 
p, 161) while the deprsciation on non-fsrm dwellings in the same year is 
estimated herein by the writer at roughly 80 million, 


"It may therefore be conciudyd either (a) that only about 
10 per cent of the estimated annual concum tion of capital in farm buildings 
and non-farm dwellings wes made pood by revaire and alterations during 1954, 
or (b) that the Census of Construction understetes the vélue of work done on 
the multitude of small jobs dwevotcd to the maintenance of this type ef capital, 
Conclusion (a) is in part supported by two considerstions: first, by the 
common knowledge that during the dcprussion a groat deal of maintenance work 
of 6 permanent character was postponed, and second, by the pessibility that 
caépitéel consumption in this field is offset mainly by cruction of entirely new 
structures rather than by upkeep of ol1€ ones, ‘ith respect to the first con= 
sideration, comparable figures of alterations and repairs for relatively 
prosperous years give totals not much largcr than in 1954; in 1953, fer example; 
the total of column two of the previous tablu shows thet the comparable total 
was only 55.4 million, This amount falls far short of cevering: the estimated 
current consumption of capital, to say nothing of the large accumulation of 
deferred maintenance work, some of which wes doubtlcoss made good in 1938, As 
to the second consideration, the comparatively small tot<l in the Maclean 
record of contracts for residential construction, which averaged enly %40 
miliion per year for the poriod 1932-8, together with the tengible evidenes 
that household (and to a lessor extent, farm) propertics have on the whele bean 
reasonably well kent up sinee 1930, indientes that the aggrugate investment must 
have been maintsined for tho most pert by rooair and maintenance rather than by 
new construction. We ars therefor. justified in réjsucting conclusion (a) as 
highly unlikely and in regarding (b) as tonable, 


it arbitrary additign to the estimtcd vsluc of constructien is 
thus justifiea, ntl 


Following Professor weeGresor's sugzustion wo will be justificd 
in assuming that epproximately 973,000,000 hes beon spent on constructien work 
(repairs and altcrations) on ferm buildings, on dwellings othcr than farms and 
on stores and other buildings. Tho gross valuc of work rocordsd by the 1957 
Census of Construction was (352,000,000, ‘fe thus find that 20.93 por ecnt of 
the total construction valuc fer 1957 represented the share of construction 
work done on rural ond urban dwellings, Professor MaoGregor emphasizes that 
this estimate does not include "similar work done for own accaunt by the con= 
struction staffs of monufactururs, public vtiliticos, railways, mines, er other 
private onterprises other than farng", 


ee ee 


(1) Ibid. pp. 55 — 56, 
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Other Construction Work not Keported by the 


Dominion Bureau of Statistics, 1940, 


To estimate the gross value of construction activity in Canada 
swe will, therefore, have to use the following components: 


(1) Construction activity reported by the Construction Census of 
the Dominion Bureau of Stetisties (shown as circle 1, a in 
Figure 1), 


(2) Estimate of construction and maintenance work on rural and urban 
dwellings as estimated by D.C. MacGregor (shown as circles f 
and g in Figure 1). 


(3) Other construction work not reported by the Dominion Bureau 
of Statistics (shown as circles b - e in Figure 1}, The gross 
value of this type of work is discussed in the following 
parasra pus , 


This estimate of construction work not reported by the Dominion 
Bureau of Statistics is based on the fact that the number of persons giving 
their occupations as "construction occupations" is considerably greater than 
the number of persons in construction occupations who were reported to be 
engaged in construction industry by the Construction Census, 


Nationa] Registration, 1940, 

It was reported in the National Registration, 1940, that 
approximately 192,000 persons gave their oecunations as "building and cone 
struction", These persons were contractors and sub-contractors (owners and 
managers), roremen, overseers, and inspectors, and a variety of tradesmen and 
apprentices like brick and stone masons, carpenters, cement and conerete 
finishers, electritians and wiremen, painters, cecorators, glaziers, plasterers 
and lathers, plumbers and steamfitters, roofers and slaters, structural metal 
workers (field), and other skilled construction workers. This group will hence» 
forth be called “persons in construction occupations". 


It is important to bear in mind that unskilled persons like men 
digging and hauling earth - sometimes called construction labourers - and semi- 
skilled persons such as helpers, are not included in the group of persons in 
construction octupations as classified in the National Registration, ,19@6., As 
explained later in this scetion allowance must be made for a margin of error in 
the computation of persons in construction occupations as enumerated in the 
National Registration, 1940, because it is quite possible that a number of 
helpers or other semi-skilled construction workers have been registered as 
fully skilled craftsmen, 


The Construction Census for 1940 reports that, as a yearly average, 
there were approximately 124,000 wage-earning employees engaged in the ¢on- 
struction industry. That means that there were working in the construction 
industry 124,000 wage-earners who were fully cmployed throughout the whole 
year of 1940. The figure of 124,000 gives us the full-time equivalent of 
all wage-earners employed in construction industry during 1940, If, for example, 
five different firms reported the employment of twelve men for one month each, 
the Construction Census will report one person employed fully throughout 1940, 
In the same way, days and weeks of employment are added up to obtain the 
average number of persons employed in the sonstruction industry. 


The figure of 124,000 includes unskilled workers doing eonstrud=- 
tion work, It follows that ther were less than 124,000 tradesmen (skilled) 
doing construetien work which was reported by the Construction Census. Even 
if we allow a certain percentage for seasonal unemployment of persons in ¢@one 
struction occupations, we find that there is a great discrepaney between the 
number of persons reported to be in construotion oscupations by the National 
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an Hey ee 
Registration, 1940, and the persons encaged in construction industry as ree 
norted by the Gonstruction Census. It is obvious that the construction 
eraftsnen whose activities were not reported in the Construction Census were 
doing some kind of construction work, This group of peovle, not considered 
in the Gonstruction Ceusus, were not only doing construction work themselves 
but were also providing employment for salaried persorniel and other unskilled 
worre:s assisting them in doing construction work. Furthermore, these persons 
were using construction materials, Their activity was also causing overhead 
expenses and providing profits, part of which were not distributed. Only if 
we are able to estimate the activity of these persons in construction occupa=- 
tions who are not reported in the Construction Census and add the result to the 
gross value of construction work reported by the Construction Census and the 
gross value of construction work done on rural and urban dwellings, will we be 
able to determine the total gross value of construction work done in Canada. 


The National Registration in 1940 does not give us a complete picture 
of all persons engaged in "building and construction", The National Regis- 
tration includes only persons of 16 to 69 years. jlowever, there was a small 
aroup of apprentices of less than 16 years of age and a number of tradesmen 
over 69 years of age who were working in construction occuvations during 
1940, Furthermore, the compilation of "construction occupations", a phrase 
used to include contractors, foremen, draftsmen and apprentices only, was ner 
as accurate as the computation usually undertaken in the FPopuletion Census. ) 
It might well be, as axplained by some of those who were engaged in examining 
the results of the National Registration, 1940, that some persons who were not 
ekilled tradesmen rogistered as such, while other persons whose trade would 
have warrented their inclusion under the heading "building and construction" 
might have been reristered under a different heading. It was further found 
practicsl when undertaking the National Registration in 1940 to include certain 
gskilled tradesmen who were doing construction work, in a different category 
because their work was closely related to the type of industry in which they 
were working, So, for example, timber men and sump men who install sets of 
timbors to support walls of a shaft in 4 mine were included under the hoading 
“aining, quarrying, oil and salt wells". It appears, however, to be advisable 
to classify for the purpose of this study a timber man or a sump man as a cone 
struction worker and not as a miner. If a timber man or sump man loses his 
job in the mine, he will most probably be qualified, because of his previous 
training, to take on a job with a building contractor to do rough carpentry worKke 


It is admitted that there are some border cases in which it is hard 
to tell whether a person should be classified under the heading "building and 
construction or under a different heading indicating the type of work he is 
doing. Dr. 1.C. liarsh was confronted with this difficulty when he discussed 
the range of the construction trade in his book "Canadians In and Qut of wor 
He pointed, as an example, to the fact that there was "some overlapping between 
the building and steel trades", The best method to cope with this difficulty of 
border cases will probably be to determine whether the training and skill which 
a person has acquired would enable him to qualify as a tradesman under the heading 
"building and construction", In other words, a timber man or a Sump ian who can 
do carpentry work should be classified as a porson falling under the heading 
"building and construction"; and a repairman who has been doing some repair work 


o 


xn , (2) 


(1) Dr. LeC. Marsh comments that this is a very important consideration. It is 
reasonable to assume that the inaccuracy in the computation of the National 
Registration in 1940 was probably widest for construction ocecupationse 


(2) Dr. LeC. Marsh: "Canadians In and Out of Work", a survey of economic classes 
and their relation to the labour market, Toronto, 1940, peSG. 
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in a mine, but who has not acquired any skill to warrant describing him as 
a craftsman, should be classified as an unslzilled or sewieskilled worker 
falling under the headin; “mining". 


Taking into consideration what has been said above, about the 
accuracy of the Nationsl Registration, it is suggested that the total reported 
on the National Registration be raised by the arbitrarily assumed figure of 
8,000 to allow for persons not covered by the National. Registration and a few 
specialized occupations which are not included under the headine "construction 
occupations", With this addition, we get a round figure of 200,000 persons in 
construction occupations in 1940, This total does not include men in the armed 
forces. The writer believes that tnis figure is a very conservutive estimate 
and that it is quite likely that an analysis of the 1941 Census, when completed, 
will show an even higher figure than the one assumed above. Figures from the 
1941 Census, however, will not be available until somo time in 1943, In the 
meantime the assumed figure of 200,000 will have to suffice. 


Unemployment of Persons in Construction Occupations. 


We have now to consider that not ell of these 200,000 persons in 
construction occupations wore actively engaged in construction work throughout 
the year. It is known that there is seasonal unemployment in the construction 
field. We have to calculate, therefore, the "average unemployment ratio" of 
persons in construction occupations for 1940. ‘The phrase "average unemployment 
ratio" is used here to mean a figure which indicates the number of uneriployed.. 
in relation to the number of employable persons. It can mean also the time lost 
by one worker or a group of them in the course of a year for a number of reasons 
as mentioned further on in this study. 


The Social Analysis Branch of the Dominion Bureau of Statistics has 
made estimates of employment of the waze-eerning population. The method used 
can be briefly described as follows. A percentage employed from month to month 
is calculated on: (1) the Department of Labourts figures of unions, corrected 
for sample qualities; (2) employrnient figures, collected by the Bureau of 
Statistics, in relation to the total population normally gsinfully occupied, 
this latter making allowance for the changine population content, The percen= 
tase is then applicd to the census number of employed to calculate the number 
of waze-earners in any month. The PANG LETS Ca veuces the wage-earners and the 
number employed is obviously the unemployed, ‘+ 


The Dominion Bureau of Statistics estimated that 85.9 per cent wore 
employed of the total number of wase-earners in Canada during 1939. pour en ety 
there were, as an averago, 14.1 per cent of ali wage earners unemployed. SAAN 
further estimate has been made by the Dominion Bureau of Statistics for the first 
three months in 1940, the averase ratio of unemployment for this neriod being 
14.2 per cent. Owing to the changes and dislocation in industrial production 
caused by the domands of war, the above-mentioned computation has been discon-= 
tinued.(5) The writer has undertaken an inquiry into the question of repre- 
sentative unemployment of construction workers. It appears that tho average 
ratio of total timo lost by construction workers is somewhat higher than the 
same ratio for all wage-earners, This is mainly due to weather conditions and 
to the marked fluctuations of construction activity. 


According to information supplied by the Canadian Construction 
Association, unemployment in the construction industry due to weather conditions 
has decreased due to improved building methods and the comparatively mild winter 


(1) Canada Year Book, 1940, p.750. 
(2) Canada Yoar Book, 1940, p.751. 
(3) Canada Year Book, 1941, p.656, 
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weather in recent years. It appears, however, that the average unemployment 
ratio of construction workers is still somewhat hirher than the averare unem= 
ployment ratio of other wage-earners. AM indication of this factor may be 
found in examining an example provided by employment figures of construction 
craftsmen in the trade unions. 


There are available comparatively accurate reports of unemployment 
ratios of construction workers who are members of trade unions. The following 


table, (number vanes gives the percentages of unemployment in building and 
construction trade unions throughout the year 1940, 


TABLE X 


PERCENTAGE OF UNEMPLOYMENT IN BUILDING AND 
CONSTRUCTION TRADE UNIONS FoR 1940. (1). 


ee 


194 Unemployment 

Month Per Cent 
January 535.60 
February 58.20 
March 36.50 
April 50.20 
May 19.90 
June 13,50 
July 11.90 
August 11.10 
September 710 
October 9.90 
November 11,60 


Desember 


This table shows in a most marked way the seasonal fluctuation 
of construction employment in trade unions. Unemployment in 1940 wae highest 
in February when 38.2 per cent of the members of building and construction trade 
unions were unemployed, and lowest in September when only 7.1 percent were un= 
employed. The yoarly average of unemployment in building and construction trade 
unions throughout 1940 was 20.09 per cent, 


To indicate the size of the sample, it may be said that during 


(1) Data taken fron "Unemployment in Trade Unions at the close of December, 
1940", an article published in the "Labour Gagette", Department of Labour, 
Fobruary, 1941, Vol,XLI, Number 2, p. 161. 
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December 1940, 232 reports were tabulated from unions of building tradesmen 

with a canbined membership of 25,027, Toe chart on the followings page (Ficure Vi3aT) 
illustrates the monthly chances of unemployment in construction and building rn 
trade unions during 1940 in percentage of those employed, the yoarly average 

of unemployment and the assumed loss of time by all construction workers during 

the yeare 


The average unemployment ratio of 20.09 per cent will have to be 
revised for our purpose, since a survey undertaken by the writer indicated that 
ynemployment among persons who were not members of trade unions was, on the 
whole, lower than unemploymsnt among persons belonzsing to trade unions, The 
main reason is probably that persons not belonging to trade unions are willing to 
work for lower wages than prescribed by the unions and are, therefore, less out 
of worl than members of trade unions, It has therefore been assumed that the 
average unemployment ratio for all persons in corstruction occupations is some= 
what less than 20.09 per cent (unemployment ratio for members of building and 
trade unions) and somewhat higher than 14,1] per cent or 14.2 per cent (the 
average ratio of unemployment for 1939 and the first three months of 1940 for 
all wage-carners). <A ratio of 17 per cent is suggested to indicate the tine 
which persons in construction occupations lost during 1940. ( In other worda, 
it is assumed that out of 52 weeks persons in construction occupations were 
only working 83 per cent of the time or about 43 wecks and were laid off for 9 
weeks, The method used here is similar to that adopted for the Population 
Census 1931 in which each wage=-earner was asked to state the total number of 
weeks lost during the 12 months' period ended Jue Ist, 1931, owing to "no job", 
"tomporary lay~off", "illness", “accident”, "strike or lockout" and "other" 
cause. In arriving at the number of wecks employed during the 12 months ended 
June ist, 1931, the total weeks lost over this period, as reported in the Census, 
was subtracted from 52 weeks, 


For the purpose of this study, the number of persons in 
construction occupations who were worling throughout the year is required. We 
realize that this group has not been fully occupied throughout 1940, They might 
have lost some time due to lack of employment or lay-off through illehealth, 
strikes, etc. If it be assumed, as has been explained above, that thesc persons 
in construction occupations have been working on an average only 43 weeks out of 
52 weeks during 1940, it will be necessary to reduce the figure of 200,000 
according to these findings in order to obtain the average number of persons in 
construction occupations who have boen working without any loss of time during 
1940. By doing so there is obtained a firure of 166,000 persons whe were 
assumed to have been fully smployed during 1940, These 166,000 persens represent 


the equivalent of full-time employment of the skilled construction labour 
force potential. 


Construction Employment Reported in the 


Construction Census. 


The Construction Census for 1940 reports that on an average there 
were about 124,000 wage=earning employees, comprising tradesmen, apprentices, 
somi-skilled men (helpers) and unskilled labourers. In addition, there were 
25,810 salaried employees. The Construction Census includes general and trade 
contractors and sub-contractors under the heading "salariod employees", Our 
estimate would be more accurate if a breakdowm of "salaried employees" were 
available showing the number ef goneral and trade contractors, sub-contractors, 
managers, clerical staff and persons of “other professional occupations”, 

Since the Construction Census includes owners and managers uncer the heading 


encore. 


(4) Examination of relevant statistics of the 1951 Census, carried out as a 
ehenk, indicated that the above estimate is fully justifiablo. See Table 16 
of Census 1931, Vol.V¥, pase. 
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Chart showing the monthly changes of unemployment in construction 
and building trade unions during 1940 expressed in percentage of 
those empioyed,the yearly average ef unemployment and the assuned 
loss of time by 411 construction workers during the year, Data 
taken from “Unemployment in Trade Unions at the close of December, 
1940", "Labour Gazette", Departient of Labour, February 1941, Vel. 
ALI,Number 2, p.161. For an explanatian of the estimate see text. 
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"salaried employees", the figure of 25,810 salaried employees must be divided 
into two components by using an auxiliary device. It is assumed thet the 
11,539 owners and managers as reported in the National Registration, 1940, 

were included in the Construction Census for 1940, Using the latter fienra 

the desired two components of persons classified as "salaried employees" in the 
Construction Census are: 


Owner's and Managers 11,539 
Clerical Staff and persons of 
“other professional occupations" 14,271 


Actal escent 25 810 


Thus in 1940 there was a total of approximately 135,500 persons 
engaged in construction industry (clerical steff and persons of "other pro- 
fessional occupations" excluded). 


Skilled and Unskilled Construction Workers, 


The foregoing figure includes a number of men who have no skill 
and do mostly digging and hauling of earth, Thore is no official estimate of 
skilled and unskilled labour employed in the construction industry, There is 
available, however, a breakdown of construction costs which the Carter Halls 
Aldinger Company of Winnipeg prepared for a big construction project in 1935, 
This project is discussed in more detail in Section V. Here it may only be 
said thet it was found that about 124 per cent of man-hours directly employed on 
the construction project consisted of digging and hauling of earth, Unskilled 
labour was used for this purpose, There was alsa a number of helpers ond other 
labourers employed on other building operations who cannot be classified as 
craftsmen. 


It can reasonably be assumed that on an average there ig more une 
skilled labour used on roads and other construction work than on buildingse In 
many cases it will be found that in certain periods, as for example the de« 
pression period of the oarly 1930's, there is a desire to use a sreat number of 
unskilled persons on construction jobs in order to provide employment. However, 
these conditions do not represent what has been termned "normal conditions", when 
it appears advisable and economical to do most of the hauling and digging with 
the help of modern machinery. 


: Some information as to the ratio of skilled and unskilled persons 
employed in construction might be obtained from the Population Census 1931, Though 
some persons might consider these figures outdated, they give an EU Speen ae idea, 
of what can be the answor to tho problem whioh we are facing. 


The Problem of Skill Analysed in the 
Tight of the 1901 Census. 


The Census 1931 (2) reports the number of persons gainfully occu- . 
pied in construction industry as 256, eRRy There were 165,028 persons gainfully 
cecupied in "building and structures" 84,971 in sense and unspecified con- 
struction" and 6,309 in "shipbuilding". enaes were thus about 250,000 persons 
reported as eg occuvied in construction industry excluding Pheapiacaee 


This labour foree consisted of approximately 164,000 construction 


(1) Population Census 1931, Vol.VII, pe 838, Table 58, 


(2) Terms taken from Census 1931, Vol.VII, pp. 838-840. 
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craftsmen, approximately 76,000 persons describod as “labourers and unskilled 
workers", and apvroximately 10,000 persons in clerical or "other professional 
occupations" - That means that the labour force employed in construction in= 
dustry in the year previous to the taking of the Population Census comprised 
approximately 164,000 skilled and approximately 76,000 unskilled labourers, the 
ratio of unskilled to skilled beinz 46.3 per cent. 


It is important at this stage to make two reservations on why 
the ratio of sicilled to wskilled labour foree prevailing in the year previous 
to the taking of tho Census 1951 cannot be accepted for the year 1940, 


Firstly, tochnological improvements have reduced the use of un-= 
skillca labour considerably. Huge digging and other machines have taken the 
place of thousands of common labourers previously emploved in the construction 
field. These technological changes have less effect on the tradesmen, since 
their individual skill has as yor not been replaced to any appreciable oxtent 
by machines, although plans of "prefabricated houses" for the postwar ora 
might, if carried into effect, affect considerably the skilled construction 
worker e 


Secondly, when the Census of 1931 was taken, the depression of 
the early thirties, though in its beginning, had already had serious effects 
on the Vanadian economy. The desire to employ more hands changed to some extent 
the policy of the public authorities, especially of the municipalities, in their 
choice and method of carrying out public works. Where possible, unskilled labour 
instead of machinery was employed on construction projects. This practice became 
especially marked when the depression affected scriously the economy of this 
country in 1935 and 1934. 


It appears, therefore, to be reasonable to assume that in 1940 the 
ratio of skilled to unskilled construction workers was lower than thet in the 
year previous to the taking of the Population Census of 1931. It was probably 
sanewhere between 50 per cent and 40 per cont. To make the estimete conser~ 
vative 30 per cent will be assumed, in this fyrey to indicate the ratio of 
unskilled to skilled construction workers, ( 


It appears that a study of the problems of the use of skilled and 
unskilled labour in construction projects would be highly Se rents Until 
such date, however, the above assumption will have to suffice. 


A SREY SD ROR NTT: 


(1) The 1941 Census, when completed, will probably show that this ratio is 
somewhat lower than the actual figure. This assumed ratio might suffico, how« 
ever, to indicate the method of approach to our problem and the result of the 
study can be adapted as soon as the work on the Census 1941 is completed, 


(2) The compilation of data on the proportion of skilled to unskilled workers 

fer the various types of construction projeets may be especially important in 
connection with vost-war problems. Assuming that it is desired for the post- 

war period to undertake a construction program of proportions which this country 
has not experienced before, it may be found that, even if financial difficulties 
and problems of supplying the necessary construction material are solved, 

there are not enough construction craftsmen available in this country to carry 

out the construction program in the desired dimensions and in tho prescribed time, 
In such a case the following ways are open tg carry out the construction program 
planned without reducing its scopes: 


(1) An inerease in the number of oraftsmen either (a) by an increased 
training of apprentices, or (b) by allowing immigration of con= 
struction craftsmen fran other countries, or (0) by a combination 
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Assuming that 50 per cent of the persons engaged in construction 
work throughout 1940 were unskilled, the number of sxilled persons in con- 
struction occupations, és reported by the Construction Census, was about 94,800, 


Construction Work not Included in the 
Construction Census. 


Let us now consider the adjusted figure given for persons in 
construction occupations ag reported by the Nationel Registration in 1940 whom 
we consider to have been working throughout 1940. It was found thet there ware 
166,000 personsin this category, representing the full-time equivalent of all 
construction craftsmen enumerated in the National Registration, If we deduct 
from this total the figure of 94,800, the number of persons in construction 
occupations reported by the Construction Census, we find thet there were 71,200 
persons in construction occupations whose activities wore not reported by the 
Construction Cengus. This group of people, however, were fully employed through- 
out 1940, It is obvious that they were doing some kind of construction work, 

At this stage it is assumcd that the proportion of clerical staff 
and persons in “other profesional occupetions"” and of unskilled workers is the 
same for those persons in construction occupations not reported in ths Con- 
struction Census as for the persons rcportcd in the Construction Census, 


It was found that there were 155,500 persons engaged in con- 
struetion occupations end reported by the Construction Census, excluding clerical 
staff and persons in “other professional occupations” who numbered 14,271 or 
approximately 10.5 per cent. The totel number of persons doing construction wark 
put not reported by the Construction Census may be estimated, therefore, to 
consist of: persons in construction occupations - 71,200; clerical staff and 


of the methods described in (a) and (b), 


(2) A change in the composition of the construction program by in- 
ercasing the number of such projects which give employment to 
a comparatively low percentage of skilled craftsmen and a high 
percentage of unskilled workers (for example, more roads and 
less buildings). Thus a biggor construction progrem eould be 
carricd out with the skilled construction labour force available, 


Other measures possible would involve the reduction of the size af 
the construction. vrogram or the stretching of the time in which the program is 
supposed to be carried out, In both cases, however, it might mean an undesirable 
reduction of the construction program, If we know, howcver, the ratio of skilled 
construction workers to the comron labourer doing construction work, e.g., for 
roads and large buildings - the ratio will differ according to the type and size 
of the building but some average Tigurcs might be obtainable,-then we would be 
able to suggest - if there are not sufficient construction craftsmen available - | 
that at least temporarily morc roads be built end less large buildings. We could’ 
also indicate the number cf skilled and unskilled men required for a construction 
program consisting of different components (roads, houses, dams, bridges, etc.), 
illustrating the limitations which cvery big building program faces even if 
finaneial difficulties and supply problems of. construction material are solved, 


Such data for a reccnt period might be obtained from the Dominion 

Bureau of Statistics once tho working sheets for the Population Census, 1941, are 
completed. Tochnological changes efter the war might change the ratio of skilled 
to unskilled workers, However, onee such a ratio has been established for the 
different topes of construction projects, the construction industry could be asked 
to report any technological changes which would affect the ratio, This ratio, 
kept up-to-date, would supply valuable informetion for the planning and carrying- 
out cf 4 program of post-war construction projects. 
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persons in “other professional occupations" (10.5 per cent of 71,200) -= 7,476 
unskilled workers (30 per cent of 71,200) - 21,360, We therefore find that 
there were about 100,000 persons doing sonstruction work whose activity was not 
reported by the Construction Census, 


The Construction Census reports that throughout 1940 there were 
149,830 or about 150,000 persons gainfully occupied in construction industry 
producing a gross value of approximately $474,000,000,. In aceordance with the 
above assumption the group of 100,000 persons not reported in the Construction 
Census produced two-thirds of the gross value of construetion reported, amounting 
to approximately $316,000,000, Let us allow a margin of error in this estimate 
and reduce the total value of construction work not reported by the Construction 
Census Se amet construction work done on rural and urban dwellings te 
$300 , 000,000. 2 It appears that constructien aetivity in this country in 
addition to "industrial construction" as reported by the Construction Census, is 
considerable, 


Railway, Telegraph and Telephone Construction. 


It should be borne in mind that the estimated amount of 
“3000,000,000 represents construction work not reported by the Dominion Bureau of 
Statistics, which has been shown in Figure I as circles 1, b = e, There is 
some indication that the above caleulations give an approximate picture of the 
construction work not reported by the Construction Census. Expenditures by 
steam and electric railways and telegraph and telephone systems on maintenance 
of way and structures and maintenance of equipment have recently been published 
for 1940, Table XI on the following page shows that about $168,000, 000 were 
spent in Canada for maintenance and construction work by the railway, telephone 
and telegraph companies (see circles 1, ec = a4 of Figure I), 


The Dominion Bureau of Statistics comments in the Canada Year Book 
for 1942 on the fact that the annual Census of Construction does not inelude 
maintenance and repair work on steam and electrie railways, telephone and tele- 
graph systems and the lesser public utilities, when such work is done by the 
employees of these concerns in the ordinary way: "It is doubtful whether a great 
deal of the work of reilways and utilities is construction in the sense understood 
in the eensus: for instance, the routine ‘maintenance of way! expenditures, so 
far as they relate to inspection work, are not construction although, so far as 
they concern rebuilding of line for roadbed or structures, they might be said to 
fall in that category... Most of the railway work is done by the railway eme 
ployees but much of the telegraph and telephone work is done by contractors, and 
as it is not possible to break down the figures some duplications would result if 
these total expenditures were added to industrial construction performed by 
eontraetors", \@ 


{1) The above allowance is made in consideration of ea few smell factors of 

whieh the following is an example. It is probably that the ratio of skilled to 
unskilled workers of persons in construction oacupetions not reported by the 
Construction Census is somewhat lower than the ratio of skilled to unskilled 
persons in the construction industry revorted by the Construction Census. This 

is partly due to the fact that a number of construction craftsmen not reported 

in the Construction Census are employed with the railway companies. It is known 
that the railway eompanies employ a comparatively small group of unskilled workers, 
As another allowance for this margin, the ratio of skilled to unskilled cone _ 
struction workers has been assumed purposely to be lower than the actual situation 
would warrant. 


(2) Canada Year Book 1942, p.423. 
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se Ge TUR SS BY oTls AND ELECTRIC RAILTAYS, AND THLEGRAPY 
AND TELEPHONE SYSTALS ON MaINTENANCE OF WAY AND STRUCTURES 
AND LIAINTENANCS OF EQUIPMENT, FoR 1940(1) 
- b 


Bh a ph EE 
Tyoe of Construction Expenditure 
. Dollars 
H oteom Reilways =- 
aintenence of way 
and structures 63,864,526 
Mointcnance ef equipment 82,758,679 
Total, Steam Railways 146,605,205 
Elcetric Railways ~« 
liaintenancs of way and 
structures 2,771,379 
Maintcnance of equipmcnt 4,865,795 
fotal, Hicetrie Railways 7,657 ,134 
Telegraph maintenance 660, 331 
Telephone maintenance 25,527 , 823 
Grand Total 168,228,493 


mt Lee ee, 


The Dominion Burceu of Statistics is quite right in stating 
that some duplications would rosult if the total expenditure fer railway, 
telegraoh and tclephons construction work were eddcd to industriel con-~ 
struction performed by contractors; but it should bo possible to ebtein from 
the railway companics, telegraph and telephone companies, a statement showing 
what part of their construction and maintenancs work has bcen dons by private 
contractors and what part by themselves. If this information could be 
obtained, duplications could be avoided and construction work done by the 
aboveyjmentioned public utilitics be addvud to industrial construction work 
undertaken, Thus the Construction Consus would give a more complcte picture, 
Since hitherto the construction and maintenance work done by certain public 
utilities, such as elcetricity cand gas companies, is included in the Con- 
struction Census, while the construction cond maintenance work of other public 
utilities, such as thu railway, telephone and tolegraph companics, is not 
included, 


Total Gross Valuc of all Construction iork, 


We are now in positien to ustinete ths total cress valuc of 


(1) Data taken from the Cancda Yoar Book 1942, p.423. 
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construction work done in Gon-da during 1940. It consists ef: 


(1) The total veluc of work porformed by goncral 
end trade contractors and éub=contrectors, the 
Dominion and Provincial Governments, the 
Harbours Board and the Municinalitics as roe 
ported by the Coustruetion Consus, &pproxt- 
Deh ACT CHIC LITIC a BNEIED SEEM BIE en WL Cyne OM OU % 474,000,000 


(2) To that is to be sdded Professor MacGregor's 
estimate of construction work dono on rural 
and urben dwellings. By using tho same pro- 
portion as derived by him for 1937 (20,73 per 
eent) wo obtain a figure of AO DTOZIMAT OLY os 4.6 ese » 98,000,000 
representing, the value of construction work deny 
on rural and urben dwellings throughout 1940, 1) 


(3) We have to add further the gross value of con- 
struction work not reportcd by the Construction 
Census as calculatca above, amounting in round (2) 
figures ECR ea saeans Meena eleva seals scine er Tt ae 290,000,000 


We thus arrive at the total of gross valuc of 
all construction work done in Conada in 1940 ; 
amounti ng eOsteoisitre eae sen cette eile ta tei at 4p 872,000, 000 


Comments on the Construction Census, 
PA PAAR ENE AE Oe ee PTD aR ee, laatetameme naan oe 


Experivnes in othor countrics such as Great Britain and the 
United States has proved that it has not been possible to eollcect aecurate ins 
formation as to all canstruction work done in a country. (Sce also Socti 9n 
SAG Bo is, therefore, auite understendablso that the Deminion Bureau of 


A ee ee 


(1) Profcssor hacGrogor comnonts thet this figure is a vory conservative 
estimate, In his opinion the expenditure on eonctruction on rural and urben 
dwellings during 1940 might well havo been higher than susggestod in the above 
estimate, Professor haeGregor quite rightly points to tho fact that in times of 
the up-swing phase of the busincss cycle, which merks the years of 1938 to 1940, 
an increased construction activity 1s noticcable, It might well be, therefore, 
that in provortion thers wag morc construction work done on rural and urban 
dwellings in 1940 than in 1937, 


(2) Some might comment thet this estinate appears to bo somewhat higher than the 
actual construction work done which the above calculations try to cover, A pas~ 
sible reply to this contention may woll be that an malysis of the National Regise 
tration of 1940 ellows us to infor that during this year there were more than twee 
thirds of the number of persons employed in construction - as reported by the 
Construction Consus = not included in the report on the construction industry pubs 
lished by tho Dominion Bureau of Stetistics., It might, therefore, be roasoneble te 
assume that the construction workers net reported in the Construction Census DroQe 
duced valucs amounting to about two~thirds of the valuc of construction as re= 
ported by the Construction Census, which is oe actly what the above estimato ine 
tends to show in a rough way. Tven allowing a broad margin ef error, thore is 
hardly any doubt that an important part of construetion work done in Cancda is nat 
covered by the Construction Census. 
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Statistics includes in the compilation of tho Construction Consus only such data 
as can be secured without cndiungoring the valuc of their reports by duplication 
or unuvoidabls inaccuracy. It is, hovever, important to bear in mind that the 
Construction Consus covers only a part of all construction undertaicna in Canada, 
Tvon if the above calculations deal with the oroblam which we are facing only in 
a rough way, they suffice to indicate that the Construction Ounsus covers only 
about 55 por cont of all construction work dono in this country. 


That tho necd for additional statistics on construction is not 
only felt in Canada but also in other countries like the United States is well 
illustrated by the following quotation which hes been ta: Prom a report en- 
titled "Construction, Housing and Real Property" prepared for the Bureau of the 
Budgeot, sxecutive Office of tha President; 


Wor satisfactory understanding of the characteristics of the 
contract construction industry, there is need for adequete bench-mark data on 
all firms doing construction work, including self-anployed individuals (car- 
penters, plumbers, etc.) ‘these bench-mark data should be obtained at least 
decennially, preferably in connection with the census of population, They should 
provide information fer establishments whose principal business is contract 
construction, on type of organization volume of business, volume of employnent 
and pay rolls, kind of onusiness or type of construction work done, by location of 
firm, and by States and principal cities in which work is done, ) 


"Tn addition to comprehensive data for the contract construction 
industry, related benchmark information is needed decennially on construction 
carried on by establishments which are engazed primarily in other industries. 
Information required for this purpose would include data on the volume and 
characteristics of construction work done, showing separately work done for 
ovhers on contract and work done on own aceount. To supplement data already 
available, information of thie type should be collected from all retail, whole- 
gale and service establishments doing construction work; additional S AOSMOULE NS Wee | 
should bs obtained on construction work done by manufacturing establishments," 5) 


In conclusion, it may be said thet the above calevlations give 
only en approximate estimate of the gross value of construction work not re- 
ported by the Construction Census, There is no doubt that many improvements in 
method and accuracy can be developud to estimate the total sross value of cen- 
struction in Canada; but the above analysis may suffice to indicate the problem 
which we are facing and show a way in which it can be solved, It also omphasizes 
the need for additional statistics and the necessity for further studies of a 
few problems indicatsd above. If such work were undertaken, it would be of 
considerable assistance to those concerned with the role of the construction 
industry in Casadian post-vur ccoluomic policy. 


Comparison of Gross Value of Construction 


tte 


with Gross National Income, 10538-1940, 


Let us now comvare the gross value of totel coustruction in Canada 
with the tentativo estimate of Gross National Income or "Gross Preduct at harket 


Oe RL ee ee 


+ 


(1) Jean H, Williams: "“Construetion, Housing and Real Property", a survey of 
aveailabio besie statistical data, a report prepared for the Executive Office of 
the President, Bureau of the Budget, Central Statistical Board, Washington, 
June 1940, pp.8 ~ 4, 


(2) The additional statistics dosired in thig paragraph would approximately 
cover what has been shown as circle 1, e in Tigure I, 


3) The additional statistics desired in this paragraph would approximately 
cover what has been shown as circle 1, b in Figure I. 
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Price’, as called by the Research Staff of the Royal Commission on Dominion- 
Provineital Relations. 


By assuming that the ratio of construction work reperted and con- 
struction work not reported for 1940 applies also to the years 1938 and 1939 we 
can ostimate the gross value of all construction done during this period. 


The Research Staff of the Royal Commission has kindly given the 
writer access to their estimate of the Gross National Product for the years 
1938-1940, Theso estimates ropresent the latest figure available and have been 
revised to July 20, 1942, These figures are, however, tentative only and subject 
to further rovision,. 


The following table (number XII) gives a comparison of gross value 
of all construction with the gross national product. An illustration of this 
table will bo found in Figure IX at the end of this section. 

TABLE XII 


COMPARISON OF GROSS VALU® OF CONSTRUCTION AND 
GROSS NATIONAL PRODUCT 1938 ~ 1940, 


eee. oo 


Ratio of 
D to E 


Gross 
National 
Tncome 


Year Gross Estimated Total 
Value of Gross Velue Value of 
Construc- | of Construc- all Con= 
tion re- tien not re- struction 
ported by | ported by (B + C) 
the Con- the Con- 
struction | struction 


Census Census 
Million |Million Million Million Per Cent 
Dollars Dollars Dollars Dollars 

1938 355 297 650 

1939 373 OLS 6386 

1940 474 398 872 


The contribution of all construction to the Canadian gross 
national income varied, according to the above computation, between 12,8 per 
cent in 1938, 12.9 per cent in a and 13.5 per cent in 1940, the three years’ 
average being areund 13 per cent, This estimate is somewhat higher than that 
held by some members of the Research Staff of the Royal Commission on Dominion~= 
Provincial Relatigns, who believe that the agntribution of building and cone 
struction to the Canadian economy, though varying with the different phases ef 
the business cycle, is on an average somewhat below 10 per cent, It appears, 
however, that it should not be tog difficult to bring beth estimates into a 
proper relation once a definition of building and construetien on the linss 
indicated in Section II has been agreed upon, 


(1) When the reader uses the above average ratio of 13 por cvnt,it is imperative 
far him to bear in mind the range of definition of "Gross National Income” (see 
Seetion III, 4) and the fact that the estimates of “Gross National Product at 
Market Prieos" by the Research Staff of the Royal Commission on Dominion- 
Provincial Relations are tentative only. 
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CONSTRUCTION GROSS VALUE 
AND NATIONAL GROSS PRODUCT 
1940 


Share of reported construction 
in the National Gross Product. 


Share of unreported construction 
in the National Gross Product. 


Jetal National Gress Product, 
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Chart shewing what part of the National 
Gross Product as computed by the Research 
Staff ef the Royal Commission cousists of 
nanstruction work reported and construc-~ 
tion work not reported by the Construction 
Census of the Deminion Bureau of Statisties. 
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SECTION V 


DIRECT AND INDIRECT EMPLOYMENT. 


Ever since the depression struck Canada in the early thirties, 
voices could be heard asking for increased construction expenditure for the yvur- 
nose of reducing wmemployment in the country. Although a number of general 
statemonts as to the expediency und importance of building and construction as 
a field of employment wore isade, no systematic attempt was made in Canada to 
estimate the voluno of employment expressed in terms of maneheurs that could 
be created by a given expenditure for construction projects. 

It is very much to the credit of a few enlightened contractors 
and others interested in the construction industry thot they undc:took privately, 
in the varly thirties, a few studies analyzing the labour contents of cortain 
construction projects. However, these studies related only to a small section 
of the construction field, 


It is regrettable that little ottention was paid to this type 
of research work done by private firms. The result was that the records, on 
which most of tho studies were based, were disposed of and practically no fur- 
ther analysis undertaken, as revealed in a survey reeently made by the writer. 
It is recognized that the fiold of omploynent created by building and construce- 
tion is one of the most important aspects of this industry. However, no in- 
dications as to the size of employment can be given unless we can obtain at 
least somo rough idea of the volume of employment created in the construction 
industry and in the construction material supplying and transporting industries 
by a given amount of construction expenditure. Galbraith points out that "the 
relation of ..«. construction sctivity to the level of enployment constitutes 
coe A SUbjOCt ie inquiry of primary interess anda significance in any attempt to 
analyze the vast and potential contribution ate expenditures" for construction 
purposes to econcaic activity and welfare, The protlem of employment in 
the construction industry and the construction matorial supplving and trens- 
porting industries is the subject of this section, 


POSES Ui AON ECE eal Aah aa 
We distinguish between on~site or diroct employment referring 
to employment in construction proper, and off-site or indirect employment 
rererring to employment in the construction material supplying and transport- 
ing industries. The measurement of on-site cmployment is comparativuly casy 
provided records are kept as to the man-hours paid for by a given construction 
project. 


The measurement of offsite employment causes considerablo dif- 
ficulties, «As it has been explained, off-site employment results from the pur- 
chase of materials used in construction and also from the administrative and 
other work required away from the site. To this has to be added work provided 
by the transportation of construction materials from the factories or store- 
houses to the site. No systenatic studies have been undertaken in Canada to 
determine manshours provided by the production and transportetion of construc- 
tion materials. We will, therefore, have to rely for the time being on an 
estimate which the writer has undertaken bascd on a survey of experiences made 
by a number Of Canadian contractors. These experionces were checked with actual 
studies mado in the Unitcd States giving due consideration to the fact that em« 
ployment conditions in Canada differ from those in the United States, 


~~ 


(1) J. Ke Galbraith, assisted by Ge Ge Johnson, Jr.: "The Economic Effects of 
the Federal Publie Works Expenditures, 1933-1938", a report prepared for the 
Public Works Cammittec, National Resources Blanaine Board, Washington, 1940, 
Pe 386 
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A further problem arises with respect to the unit of measure- 
ment of off-site and on-site employment. Employment 13 usually measured in 
man-years. However, the actual number of man-hours! work in one mnan-year may 
vary substantially, due to a number of reasons which have been described more 
fully in Section IV. It is for this reason that the Dominion Bureau of Sta- 
tistics uses for-most of their statistics a man-year of "full employment", which 
means that the hours, days, weeks! work are added in order to give one year of 
full employment. This full employment vear is used, for example, in the Con- 
struction Census and is also referred to throughout the study. There is 
agreement among most sources that 2,000 man-hours represent a normal year of 
full employment. 


Let us now turn to Canadian estimates of on-site and off-site 
employment. Such estimates for large building projects undertaken in the middle 
of the thirties are available from the Carter-Halls-Aldinger Company, Limited, 
contractors in Winnipeg, and The Foundation Company of Canada, Limited, contractors 
in Montreal, whioh are discussed in the following. 


Carter~Hialls-Aldinger Company, Limited 


In 1934 the Dominion Public Building was erected by Carter-Halls~ 
Aldinger Canpany, Limited. The value of the building was 31,407,000, of which 
4423300 or 30 percent was spent on labour, $711,000 or 51 percent on material 
and $272,700 or 19 vercent on overhead expenses and profits. 


The expenditure of $423,300 provided 705,820 man-hours of on-site 
labour. The average wage per man-hovr amounted to apyroximately 6072. 


The expenditure of $711,000 for materials, the transportation of 
the materials to the site, and administrative and other work, provided 1,575,560 
man-hours of off-site labour, Carter-Halls-Aldinger Company, Limited could not 
tell exactly what part of the $711,000 was spent on wages and salaries. An 
estimate as to what part of expenditure for construction material goes into 
wages and salaries is discussed later on in the section, Calculations based on 
this estimate show that the average wage rate per man-hour of off-site labour 
was 43¢, Figure xX (shown in Appendix IV) contains a summary of the survey made 
by Carter=Halle-Aldinger Conpany, Limited. 


Having determined the volume of man-hours provided by on-site 
and off-site employment we can now find the ratio of on-site to off-site emp lay= 
ment which amounts, for the project analyzed by Carter-Halls-Aldinger Company, 
Limited, to 1.95. This ratio can be described as an “employment function" 
indicating the off-site employment created by a given volume of on-site employ~ 
ment. It is of prime importance to distinguish this employment function fron 
the "employment multiplier", which is used to show the relative importance of 
primary and secondary employment. The employment multiplier is discussed more 
jin detail in Section VIII. | 


It is clear that the effects of employment in construction proper 
(shown as circle 1 in Figure I) upon employment in the construction material 
supplying and transporting industries (shown as circle 2 in Figure I) is dif- 
ferent from the effects which employment in construction proper and in the con- 
struction material supplying and transporting industries (shown as circles 1 
and 2 in Figure I) have upon employment in the consumer goods industries (shown 
as circles $.and 7 in Figure I). If this distinction is constantly borne in 
mind when discussing construction as a field of employment, misunderstandings 
ag to the ao rane of employment caused by a given construction expenditures will 
be avoided. \%- 


eee kg A A a a en RE ITT = ae 


(1) See United States Department of Labour: "P.W A. and Industry", "A Four- 
Year Study of Regenerative Employment", Washington, D.C., 1958, p. 18. 


(2) See Mr. Ke Me Comeronts statement before the Management Committee of the 
Canadian Construction Asseciation, discussed in Section I. 
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The Foundation Company of Canade, Limited 


During 1935-1934 a large factory building for Courtaulds (Caneda) 
Limited was erected in Cornwall, Ontario, by the Foundation Company of Canada, 
Limited. The total cost of this project was 42,500,000. 


According to calculations made by the Foundation Company of Canada, 
Limited, this projeet provided 1,074,769 man-hours of on-site labour and over 
#,000,000 man-hours of off-site labour. Since no exact figure was given for 
off-site employment, the writer found it necessary to check the calculations 
made by the Foundation Company of Canada, Limited, Unfortunately the records . 
were not available, The only information available was thet the computation of 
off-site employment was discontinued after approximately 2,010,000 man-hours was 
reached, It had been found very difficult to determine the breakdown for a small 
residue of about 25,000 expended for certsin construction material, In order 
to make the calculations undertaken by the Foundation Company of Canada, Limited 
complete, it was assumed that this 325,000 provided 40,000 man-hours. Wwe thus 
find that the factory building for Courteuld's (Canada) Limited provided 1,074,769 
ménehours of on-site employment and approximately 2,050,000 man-hours of off«site 
employment, the employment function being 1.91, 


The similarity of the employment function of 1.95 for the Carter-Halls- 
Aldinger project and 1,91 for the Foundation Company of Canada project is striking. 
It corroborates the statement made by many contractors that the employment func- 
tion for large building projects undertaken during a certain time is approximately 
the same for all projects and that the range of the employment function is com- 
paratively small. 


It is of great interest to compare the above findings with experience 
made in the United States. For this purpose construction projects analyzed by 
the Public Works Administration in the United States were chosen. It was found 
that an expenditure of one million dollars for a public building erected in the 
middle of the thirties provided 544,000 man~hours of on-site labour and 740,000 
man-hours of off-site labour, the ratio of on-site to off-site employment being 
2elS. 


Table XIII on the following page sives a “comparison of Canadian and 
United States estimates of on-site and off-site employment for large building 
projects", For the purpose of making the studies of Carter-HalYs-Aldinger 
Company, Limited, the Foundation Company of Cansdea, Limited and the Public Works 
Administration comparable, the man-hours ver one million dollar contract were 
celoulated (see column E of Table XIII). We find that the total of man-hours 
provided by one million dollar expenditure was lowest for the projeet analyzed. 
by the Public Works Administration, emounting only to 1,084,000 man-hours, The 
project analyzed by the Foundation Company of Canada, Limited provided 1,249,907 
man-hours per one million doliars of contract, while the project analyzed by the 
Carter-Halls-Aldingsr Company, Limited provided 1,479,161 man-hours. The fact 
that a given expenditure provides a different volume of enployment in Canada 
end in the United States applies not only to large building projects but also to 
& number of other eonstruction projects. This is mainly due to the fact that 
wage rates in the United States are higher than in Canada. A number of contrag- 
tors, however, claim that the higher wage rates are equalized by the greater 
output per man-hour of the construction labour force in the United States, 


The Labour Contents of Seven Selected Construction 


ee 


Projects in the United States 


From what has been said above it becomes olear that an intimate know- 
ledge of the problem of on-site and off-site employment is of considerable 
importance when plans for construction projects in the vost-war period are laid. 
The necessity for such a study can hardly be over-emphasized. Since no systematic 
study of the problem of labour contents has been undertaken as yet in Canada, a 
comparison of on-site and off-site employment for a number of different construa~ 
tion projects analyzed in the United States may be of interest. Table XIV on the 
following page shows a compilation of on-site and off-site employment for seven 
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selected construction projects per oné million dollar expenditure, Figure X 
whieh follows Table XIV gives a graphic presentation of on=site and off-site 
employment for the dirferent construction projects, Figure xKI following 

Figure X shows the lebour contents (total of direct and indirect employment) 

in a one million doller expenditure for the seven sclected construction projeets. 
These projects range from public buildings, water and sewerage projects, reclan-~ 
mation developments, bridge construction, concrete and bituminous paving, to 
grading and drainage, It also gives the different ratios of off-yite to on-site 
lebour. We note from this. table that the smallest volune of employment is 
provided by a one million dollar expenditure for publie buildings (1,084,000 
man-hours), while the largest volume of employment is provided by grading end 
drainage (1,453,000 man-hours), The figures contained in Table XIV have to be 
used with great caution for two reasons: 


(a) Most of the figures were cfaleulated in 1938 and 1949 and it is 
doubtful whether they apply to voresent conditions; 


(bo) It has alresdy been emphasized above thet employment conditions 
in Canada and in the United States differ markedly, 


A short survey which the writer uncertook with regard to checking these 
figures showed that in Canada a considerably greeter volume of on-site labour was 
provided by public building end reclammetion projects, while the volume of on- 
site letour provided by a one million dollar expenditure for bituminous paving 
and grading and drainage was smaller than shown in Table ZIV, 


Comments on the Importance of hicasuring 
On-site and Off-site Employment 


In this eonnection the following statement published by the United 
States Department of Labour is worth noting. It is obvious that the reference 
made by the Department of Labcur to public works bears the same significance for 
every type of construction, be it private or publie: (1 


"In judging the effectiveness of any program of public works as & means 
for reemployment, sevtéral groups of workers must be considered, First, there are 
the men who work on the job itself. They are the carpenters, bricklayers, stcne 
masons, ditch diggers, cement finishers, and the host of other skilled, semiskilled, 
end unskilled men who. work with them, Seeond, there are the men in the factories 
which provide the brick, cement, lumber, or steel to be used on the job, Back 
of them ere the miners, the loggers, and others who- supply the raw materials for 

the fectories; and last, there are the men on transportation systems which carry 
the materials’ to the factory and, later, to the job. 


"Employment of these secondary groups of workers (indirectly employed 
persons) is just as important in eny reemployment program as the employment of 
men on the site of construction. for many types of public works the materials- 
makers and transportation men are numerically more important than the men on 
the job e 


"Notwithstanding the recognized importance of materials~-nekers and 
transportation emvloyees, it has been impossible, until recently, to measure 
with any accuracy the amount of indirect labour provided by public works projects 
in the United States. When a new road or bridge or a new school building was 
proposed, everyone knew that cement and brick and steel and lumbcr would be 
needed, but no one knew how many men would be employed in fectories to make 
these materials or on the railroads or steanship lines to ship them to market, 
The importance of such information, now end in the future, to the Department of 
Labour in appraising a proposed program of public works from the standpoint of 
reemployment, and to the Federal ageneies which are encugea in supervising and 
operating public works prograns, can hardly be overemphasized," 


(1) United States Denartinent of Labour: "P.W.eA. and Industry", "A four Year Study 
of Regenerative Employment", Washington, D.C., 1938, pp. 34, 
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TABLE XIV. 


COMPARISON OF ON-SITE AND OFF-SITE EMPLOYMENT IN THE UNITED STATES 
PER $1,000,000 CONTRACT FOR SEVEN SELECTED CONSTRUCTION PROJECTS. 


Type of On-site Labour, Off-site Total of Ratio. of On- 
Construction Man-hours Labour, B and C site to off~ 
Project Man-hours site Labour 

(B to C) 


Nie are te a ee RL ee ee 


Public build- 


ings(1) 3d4,000 740,000 1,084,000 
Water and 

sewera ge 

projects(+) 387,000 760,000 1,147,000 
Reclamation (1) 

deve lopments 402,000 691,000 1,093,000 
Bridge con- 

struction (2) 595,000 684,000 1,279,000 
lan ee! 

paving’ 535,000 619,000 1,154,000 
Bituminous 

paving (2) 814,000 601,000 1,415,000 
Grading and 

drainage (2) 880 , 000 573,000 1,453,000 


(1) Estimates from "P.W,A. and Industry, a Four Year Study of Regenerative 
Employment prepared by the Bureau of Labour Statisties of the United States 
Department of Labour in 1938, 75th dGongress 3d Session, House Document 

No. 605, pp. 19 to 22. 


(2) Estimates from "labour Requirements in Road Construction", by Lillian 
Lunenburg, published in "The Monthly Labour Review" of the Bureau of 
Labour Statistics, United States Devartment of Labour, Washington, 

April 1939, 
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Chart showing the epmparison of on-site and off-site employment per 
$1 , 000 , 000 contract for seven selected construction projects under=- 
taken in the United States. For souress of statistics see pravious 
table, 
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Chart showing the labour oontents (man-hours) in a one million 
dollar expenditure for seven selected construction projects in 
the United States. For sources of statistics see Table AIV. 
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Since the necessity of measuring off-site employment was recog- 
nized in the United States, a number of studies were undertaken mainly by the 
Department of Labour. For the purpose of measuring tho labour contents for a 
number of construction materials the following studies have an inportant bearing: 
"MansHours of Labour per Unit of Output in Stoel Manufacture" ny "Labour Re-= 
quirements in Coment Production" (2 » “Labour Pate a Lumber Production" (5), 
"Labour Requirements in the Production of Clay Products" (4), "Labour Ne vires 
ments in Production and Distribution of Plumbing and Heating Supplics" and 
"Labour Requirements in Production and Distribution of Sand and Gravel" 


Galbraith based his estimates of off-site omployment created by 
Fedoral Public Works Expenditures 1933-1938 on the above montionod studies, He 
emphasizes in his report repeatedly tho importance of measuring off-site employ- 
ment based on an analysis covering all stages from raw material oxtraction te 
final fabrication and transportation to the site, Ho also makes the following 
qualifications as to the possible margin of orror of these calculations: 


"In any appraisal of the relationship of public works construc« 
tion to employment, it is of course necessary to include the offsite ~s well 
as the onesite labour. Howover, before procucding to the detailed calculations, 
it should be emphasized that the off=sito estimates must always be used with 
caution. It is doubtful if tho ratios of offsite cmplovaent reflsot accurately, 
in any one time period, the actual labour requircd to administer the projects 
and to supply materials for public works construction, The required offsite 
jabour will vary not only with the volume of ineterial ordors ond the size of 
the project but also with the productivity of labour in the supply industries, 
Productivity in specific factories changes substantially from year to year, not 
so mush ag a result of technologice] developments, as from the chenzing relation= 
ship of production to capacitye . ees 


"The number of additional workers, as distinct from manehours, is 
influenced by the existing volume of part-time employment, which is character~ 
istically large at low levels of production. When a factory is working at 30 
percent of capacity, a 25 percent rise in production mircht involve no additional 
workers at all, and it might require a far less than proportionate rise in man« 
hours. As noted, the Bureau of Labour Statistics studies are based on a cost 
accounting pxocedure=-the volume of employment in construction supply industrics 
is prorated according to the share of the total volumo of businsoss ropresented 
by govermnent orders, This probably is the only practicable method of making 
the estimates. Howevor, in many cascs, an accurate aporaisal would require 
that a marginal analysis be used; given the existing volume of employment, it 
would be necessary to ostimete the further employment cenerated by an increase 
in orders as a result of public works. 


~ 


(1) United States Department of Labour: "“tNian-Hours of Labour per Unit of Oute 
put in Stecl Manufacture", "Monthly Labour Review", May 1935, 


(2) Ibid.: "Labour Requirements in Cement Production", "Monthly Lobour Review", 
March 1936.6 


(3) Ibid.: "Labour Requirements in Lumber Production", "Monthly Labour Review", 


(4) Ibid.: “Labour Requirements in the Production of Clay Products", "Monthly 
Labour Review", December 1937. 


(5) Ibid.: "Labour Requirements in Produetion and Distribution of Plumbinz and 
Heating Supplies", “Monthly Labour Revicw", June 1938. 


(6) Ibid.: "Labour Requirements in Production and Distribution of Sand and 
Gravel", "Monthly Labour Review", July 1939. 
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"Tho calculations of offesito manehours, therefore, may somewhat 
overstate tho actual increase in man-hours worked in construction supply indus- 
tries as a result of public works orders. Furthermorc, the cstimates of off- 
site employecs as distinct fron manshours involve an additional error in that 
the current volume of part-time omployment is not taken into consideration. Con- 
sequently, the actual number of persons given employment may well have been less 
than proportionate to the increase in man-hours. Finally, the possibility that 
substantial withdrawals from inventorics may obviatc, for a short intorval, any 
increase in production to mect material orders, casts sdditional doubt on the 
accuracy of these estimates in any specific timo poriod. This factor probably 
docs not affect the estimates over a period of years. The ostimatcs should be 
considered to represent the maximum volume of on-site and offesite cmployment 
which may havs resulted froa Federal construction activity. Over a period of 
time -the estimates will be more reliable than thev arc as a St eae of the 
off-site employment resulting from any given order or project." 1) 


In conclusion it may be said that it will not be possible to do- 
termine exactly the number of manehours uscd to produce a certain quantity of 
construction materials required to complete on: construction project. Allowing 
a margin of crror in the measurement of off-site employment, wo will probably 
find that tho margin of crror will docrcaso considerably when the volume of 
construction ofalvzed is increased. In other words, the margin of error when 
determining ths labour contonts of construction material used in crecting a 
35,000 house may be botween 10 norcent to 20 percent while the margin of error 
for an analysis of the volume of construction of 474,000,000, as reported by 
the Construction Census for tho whole of Canada in 1940, micht only be around 
5 percent. 


The importance of measuring the lsbour contonts for a number af 
essential commodities has not only been recognized in the United Statcs but also 
jn a number of European countries whero studies of those problems were carried 
much further than is done on this continent, An intimate knowledge of data 
referring to the labour contents of various vssontial commoditics for peace axd 
wor purposos has enabled some Europenn countrics to plan shead labour require= 
monts for certain projects or certain arcas, the results of which were, in some 
instances, bafflingly accurato, while in othor instances a paaein of error was 
found that had to be adapted according to -etual findings. é 


There is hardly any doubt that a close lmowledge of the problem 
of labour contents in the production, transportation and distribution of a 
number of essontial raw materials and commoditics would not only be an important 
vrerequisite for an efficiont allocation of lebour in wartime but also of con 
siderable usefulness for the postewar period when employment for e great number 
of men will have to be provided, It appears advisable that such studics be 
undertaken in close cooperation with the industries concerned after a common 
pattern has been worked out. If such research work is not done in timo, Canada 
may.find itself in a position similar as the Unitod States in 1954. The United 
Statos Department of Labour described the situation in 1934 as follows: ‘When a 
now roaa or bridge or a new school building was proposed, everyone Imew that 
coment and brick and stecl and lumber would be needed, but no one knew how many 
men would be omployed in factories to make these materials or on the railroads 
or steamship lines to ship thom to the market. Tho importance 9f such informa~ 
tion, now and in the future, ... can hardly be overomphnsised.” 5) 


eens ee ed 


(1) J. Ke Galbraith, assisted by G. G. Johnson, Jr.: "The Economic Effects of 
the Federal Public Works Expenditures, 1953-1938", a report prepared for the Public 
Worlzs Committee, National Resources Planning Board, Washingt, 1940, ppde—4s. 


(2) Such studies were undertaken mainly in Sweden, Russia and Germany. The results 
of thesc studies were of importance for the allocation of labour supply in accord- 
ance with the requiroments of the Russian FiveeYoar Plan and the Gorman Four-Year 
Platt, 


(3) United States Departmont of Labour: "P.W.A. ind Industry", "A FoureYoar 
Study of Regencrative iimployment", Washington, D.C., 1958, ppe S-4. 
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Bearing in mind what has been said about the importance of 
on-site and off-site employment in construction, we can now turn to the construc- 
tion industry as a field of employment during 1919 to 1942, 


Wage Earners in the Construction Industry 
we ae ee ee ee ee UEC CLON INGUsStry 


The term "wage earner” as used in the Population Census and a 
nuinber of other reports published by the Dominion Bureau of Statistics refers 
to a person who works for a salary or wage irrespective of the nature of his em- 
vloyment. It is of great importance to distinguish the wage earner from the 
"gainfully occupied" as defined later on in this section. 


Table XV on the following page shows a "comparison of the number 
of wage earners in construction industry excluding direct government construction 
with the total of wage earners in all industries 1919-1942", The figures in 
column B give the number of wage earners in the construction industry on a "full- 
time basis", that is, full employment throughout the year. The analysis of con- 
struction industry as a field of employment would have been more complete if an 
estimate of the number of wage earners in construction industry, including direet 
governnent construction for the period 1919-1942, were available, Such estimates 
of the number of wage earners in construction work directly undertaken by the 
public authorities have, however, not been made by the Dominion Bureau of Sta- 
tisties. 


ve note from Table XV that 3,8 »ercent of wage earners in all 
industries were employed in construction industry excluding direct government 
construction. The ratio rose to 5.6 nercent in 1922, decreased to 5 percent in 
19a4 and then rose again to 6.8 persent in 1928 and 1929, From 1930 onwards 
a marked decrease can be noted with 1.8 nercent in 1983 and 1.9 vercent in 1934, 
The years 1935 to 1937 show an inerease in the pnroportion of wage earners in 
construction industry to wage earners in all industries, the ratio being 3.4 
percent in 19357, This ratio remains unchanged in 1938, diminishes in 1939 and 
1940 to 5.1 percent and 3,3. percent respectively. For the years 1941 and 1942 
only tentative estimates are available. They show that 4.1 vercent of all wage 
earners were employed in the construction industry in 1941 and 3.6 percent in 
1942, The average for the period 1919-1942 is 4,4 percent, the average for the 
period 1936-1940, 3.2 vercent, 


In this connection it may be observed that the ratio of wages and 
salaries paid to »ersons occupied in construction industry, excluding direct 
government construction, to the total wages and salaries paid to all persons 
employed in Canada is not necessarily the same as the ratio of the number of 
wage earners in construction industry, excluding direct government construction, 
to the nuniber of wage earners in all industries, The reason is that the wage 
rates within industries differ. For example, if we compare salaries and wages 
paid to persons employed with vrivate contractors in 1940 - 399 ,000,000(1) - 
with the total wages and salaries paid - $2,860,000,000(2) ~ then we obtain a 
ratio of 3.46 percent. The ratio of wage earners in construction industry to 
all wage earners is 35.5 percent. Though the difference between both ratios is 
comparatively small, it will be useful to bear in mind that both ratios are 
not necessarily alike. The distinction between these ratios becomes more 
clearly visible when the figures contained in Table XVII are discussed. The 
findings of Table XV are illustrated in Figure XIII which follow Table XVIII. 


The Construction Census provides us with data on the number of 
wage earners employed by general and trade contractors and sub-contractors. 
However, according to the compilation of the Construction Census, individual 


eed 


(1) See column B of Table VI. 


vee column G. of Table VI, 
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TABLE XV. 
COMPARISON OF THE NUMBER OF WAGE EARNERS IN CONSTRUCTION INDUSTRY EXCLUDING 


DIRECT GOVERNMENT CONSTRUCTION WITH THE TOTAL OF WAGE EARNERS IN ALL INDUSTRIES. 


1919 - 1942 


Number of ‘age 


Year Number of ‘Jage |} Ratio of B to a 
Earners in Barners in all 
Construction Industries Percent 
Industry Exelud- (1) 
ing direct 
Government 
Construction 

(1) 

1919 71,800 1,884 ,003 028 

1920 95,106 2,008,953 4.7 

1921 87,602 1,801,895 4.9 

1922 103,801 1,354,969 306 

1923 LOO ,688 1,932,869. D2 

1924 99,939 1. 908.,652 iat 

1925 99 , 334 1,956 ,434 Sel 

1926 130 , 536 2,035,879 6.4 

1927 143,616 2,136,012 bieie 

1928 153 ,240 2,209,134 6.8 

1929 159,447 2,543 ,533 6.8 

1930 144,864 2,299,979 6.0 

1931 101,863 2,094,381 4.9 

1932 48,139 1,885,178 2.5 

1933 31,720 1,826 , 826 1.8 

1934 36 , 5335 Ly 9LO O00 1.9 

1935 49,794 2,000,581 Bed 

1936 60,393 2,095,617 29 

1937 fas ee yy 2,242 ,494 34 

1938 75,465 2,213,640 3.4 

1939 71,643 2,297,698 Sel 

1940 81,666 2 ERR Se, Sed 

1941 ees larape otra 4.1 

1942 PL Ge 5,043,929 3.6 

Average 1919 - 1942 4.4 
Average 1935 - 1939 3.1 


Average 1936 - 1940 3.2 


A CN ETAT CIE: Heer. nip Ree epee tarry RAED I a aa EN I te | 


(1) Data supplied by the Business Statistics Branch of the Dominion 
Bureau ef Statistics as per September, 1942. Statistics are given 
on 4 "Full-Time Basis", that is, full employment throughout the year. 


(2) Estimates are tentative only and subject to further revision. 
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enterprisers, for exammole, a carpenter working on his own account, are included 
under the heading "Total Number of Employees”. Since this compilation is in 
contradiction with the usual practice followed by the Dominion Bureau of Sta- 
tistics which includes individual enterprisers and working proprietors under 

the heading "Gainfully Occupied", it has been found necessary to break down 

the figures contained in the Construction Census in order to make a comparison 
of like with like possible, The Business Statistics Branch of the Dominion 
Bureau of Statistics was kind enough to supply the breakdown desired. Table 

“ZVI on the following page shows a comparison of the mumber of wage earners in 
construction proper (wage earners employed by general and trade contractors and 
by the public authorities) with the number of wage earners in all industries 
for the neriod 1936-1940. It is of interest to note that the ratio amounted to 

6 percent in 1936, gradually decreasing to 5.2 percent in 1940, showing us the 
levelling influence of employment in construction directly undertaken by the 
vublic authorities. The average for the period 1936-1940 was 5.7 percent. If 

we compare these figures, which are shown in column F of Table XVI with the 
figures in column D of Table. XV, we find the different importance which construc- 
tion work undertaken by general and trade contractors and construction work 
undertaken directly by the public authorities played during the period 1936-1940, 


We ave concerned now with estimating the total employment created 
in the construction industry as reported by the Construction Census Tor the 
period 1936-1940, To determine the total employment we will have to make an 
estimate of the number of persons engaged in the construction material supplying 
and transvorting industries and add the result to the number of wage earners 
employed in construction proper as shown in column D or Table XVI. 


It has already been emphasized in Section III and again at the 
beginning of this section that no estimates have as yet been made on the size 
of this type of emplovment. For the purpose of giving us a rough idea of the 
volume of this kind of employment, a survey has been undertaken of the experiences 
of a number of contractors. Ags a result of this survey it has been assumed 
th:t about 75 percent of the total value of construction material goes into 
wages and salaries for persons employed in the construction material supplying 
and transporting industries. This assumption is a very conservative estimate 
and has been made after the experiences of Canadian contractors have been 
compared with estimates of off-site employment made in the United States, The 
nunber of persons employed in the construction material supplying and transport- 
ing industries was found by dividing the estimated wages and salaries by the 
yearly average earnings of wage earners in Canada, data for which have been 
supplied by the Business Statistics Branch of the Dominion Bureau of Statistics 
as per September 1942, 


Column F of Table XVII, which follows Table XVI, shows the 
total of all wage earners in construction proper ana the construction material 
supplying and transporting industries. Comparing those figures with the total 
number of wage earners in all industries, we find that the ratio varied 
between 10,3 percent in 1936 and 12.1 percent in 1940, the average for 
this five-year period being 11.2 percent. If we compare this ratio with that 
of wages and salaries paid in construction prorer and in the coustruction 
material suvplying and transporting industrice, with the total wages and sala- 
ries paid to all persons employed in Canada (Column E in Table V1) then ve find 
that in the latter case the ratio amounted to 10.6 percent as avainst 11.2 per- 
cent in the former case. The difference of this ratio is explc ined by the 
effect of the different wage rates »aid in different industries as mentioned 
before. when we talk of construction industry as a field of employment in 
relation to the total number of wage earners in Canada, thon we have to use the 
ratio of 11.2 percent, being the average for the period 1956-1940. If we speak 
of the proportion of wages and salaries paid to persons employed in the con- 
struction industry as commared with ell industries, then we have to use the 
ratio of 10,6 nercent as the average for the neriod 1936-1940, However, both 
ratios have to be used with great care tor the simple reason that they only 
deal with a section, admittedly a very great one, of Canadian economic activity. 
These ratios give no consideration to individual enterprisers and working pro- 
orietors who gain their livelihood by doing construction work; on the 
other hand, no consideration is given to the individual enterprisers and working 
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TABLE XVI. 


COMPARISON OF THE NUMBER OF WAGE EARNERS IN CONSTRUCTION INDUSTRY 
(PRIVATE AND PUBLIC) WITH THE TOTAL OF WAGE EARNERS IN ALL INDUSTRIES, 


Year 


1936 
1937 
1938 
1939 


1940 


B 


Number of 
Wage Harners 
Employed by 
General and 
Trade Con- 
tractors and 
Sub-contrac- 
tors 


1936 - 1940 


ee 


Number of Total Number | Number of 
Wage Earners| of ‘Wage Wage Earners 
Directly Earners in pa a 
Empleyed by | Construc- Industries 
the Public | tion Proper (1) 
Authorities (B + CG) 
(2) 

65,512 125,905 2,095,617 

54,787 130 , 924 2,042,494 

51,181 126 ,646 2,013,640 

57,267 128,910 2,297,698 

45,932 127 ,598 6,484,722 


Average Ratior 1936-1940 


Pr 


- 


Ratio of 
Dato 


Percent 


6.0 
0.8 
507 
5.6 


362 


5.7 


(1) Data supolied by the Business Statistics Branch of the Dominion Bureau 


of Statistics as per Saptember 1942, 


Individual enterprisers (for example, 


@ earpenter working on his ow account) are not included in this colum. 


(2) Data taken from Construction Census for the years 1936-1940, published 


by the Dominion Bureau of Statistics. 


For the purpose of simplifying this 


estimate, it has been assumed that every person engaged to do construction 
work on projects undertaken directly by the public authorities was an 


"emplayee", 
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FIGURE XII. 
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COMPOSITION of CONSTRUCTION 
EMPLOYMENT- CUMULATIVE, 1936-40 
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1936 a ge) 
KX] Hnployment by private contractors 


LT) Employment by the public authorities 


Employment in the construction material 
supplying and transporting industries 
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Chart showing in a cumulative way the components of 
employment in construction industry and the construc~- 
tion material supplying and transporting iudustrics. 
For sources of statistics see Tables XVI and AVIT. 
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proprietors, such as farmers, snall retailers, doctors, B0licitors, etc., the 
aggregate of which make up the total number of gainfully occupied persons in 
this country, It is very important to bear this distinction in mind, because in 
its popular meaning the term "wage earner" is often used to describe all persons 
gainfully occupied in one or a number of industries. This distinction is shown 
diagrammatically in circles 8 and 9 of Figure I. 


The findings in Table XVI and Table XVII are illustrated in 
Figure XII which follows Table XVII. This figure shows in 4 cumulative way the 
components of employment in the coastruction industry and the construction 
material supplying and transporting industries, 


Gainfully Occupied in the Construction Industry 


The term "gainfully occupied" is the widest term used to describe 
all those who earn their living by work. They consist of 


(1) the wage earner as previously defined; 


(2) the individual enterpriser or the working proprietor who is 

a person conducting a business which he controls. Some enter-~ 
yrisers have other persons working for them and we call them 
employers. Others work by themselves like meny small farmers, 
small retailers and doctors, The essential fact distinguish- 
ing the enterpriser from the employee is that the former takes 
the risk of the enterprise and does not receive for his ser- 
vices a fixed rate of compensation; 


(3) the "unpaid labourer’ is a person who does not receive a fixed 
remuneration in cash, the payment being limited to a living 
allowance mainly in kind, ¢.g., the farmer’s son, 


Table XVIII on the following page gives a comparison of the 
number of gainfully occupied in the construction industry excluding direct govern~ 
ment construction with the total of gainfully occupied in Canadian enterprises 
and in the armed forces for the period 1919-1942. The ratios shown in colum 
D of this table are somewhat lower than those shown in column D of Table XV. 

The reason is that the ratio of the number of enterprisers and unpaid labourers 
in the construction industry to the total of all individual enterprisers and un- 
paid labourers in Canada is much smaller than the ratio of the wage earners in 
construction to the total of wage earners in ell industries. This fact has 
neturally a bearing on the ratio of the gainfully occupied in construction to 
the total of gainfully occupied. ‘The average ratio 1919-1942 shown in Table 
XVIII is 3.5 percent, the average ratio for 1936-1940 is 2.5 percent, 


Figure XIII which follows Table XVIII shows the "relative importance 
of construction employment, 1919-1942", in other words it shows the relative ~ 
importance of the proportion of wage earners in construction industry (excluding 
direct government construction) to the total of wage earners in all industries 
(the former expressed in percentages of the latter) and of gainfully occupied to 
the total of all gainfully occupied in Cansdian enterprises including the armed 
forces (the former expressed in percentages of the latter). 


It appears, finally, to be desirable to estimate the total number 
of persons gainfully occupied in construction industry and in the construction 
material supplying end transporting industries. We experience here the same 
difficulties as outlined before when an estimate of the number of wage earners 
in the construction material supplying and transporting industries was made. 
Fortunately the difference between the number of wage earners and the number of 
gainfully occupied in the construction material supplying and transporting in- 
dustries is not very great. It is clear that the number of individual cnter- 
prisers 1s relatively small when compared with the total number of wage carners,. 
There is, however, no way to determine the number of individual enterprisers 


| karan 8, rive: 
aris Wega 
9 Rae ays ae BOs se a» xt wo ; ¥ 
ere yay uetite aoa ee i se tab ie 


ON i ct Rae eatautatt st soxtouttanad wd re 


U ) 


Apress ot Dons ace ae abies ‘et a “Hotgung vette dehiale sett: hl 
me SL a Hom Yom + AKO, ed’ pedi f nied eens ose 
Ae yA, "V4 ee ug Pas 


ns _ eth Rap Me aa ie a ted ‘ohauodysnug en yontise ger any {i}3 


ee we he 20 SCT 
1h Ode soPyeageny ‘ghiatcow Per x0 woaingysice tub vt beet ext in 

wii Pov Lois 3 ATO wel Tbe R98 eg & cet o mpthcone Seeieny. ro 

bag DLE ee oak nea" oc Sy saree sales oe r adusteg: raditi, vt era. 

OTT. Tee Eee el aerlarn pans ted MAM: BLaN . . entine Lgas Babee « 

f iwhsiand mers ‘ton’ fatiooase ox) gored Sas es wekteton [inte M 
eee whentt #ade as eavolitite act mort) tos Polaroid alt nid 
Wo? adeowt tot 280d See saturviedan edt to ofhbt oat 

Re ae geo haieuneet witli sy bexts B Rank |. 
’ af, Ai i 


% eae NTE a RM UP af Aa egeee Pl “4 id 
ni 4 ; eup ira nec : ¢ j A a $ 
Be “oe OU De See ED Ow fine ing Ses gant dal Aisgan. out (8). a 
5 A 7 rf iw b “7 


Sale kB Ot Rad karl sated 3g iyac sce lp an ak LoLierenims't, 
ON: Oy Oe eat. ee aoe hake id ree Baa poe 


on ie We Kay iby oe hy 
, . . ® 
DAP) SO aos, ahaa: Ge bl OO” WalwoL lot wat rt TXINKX ettan “ 
vom: oer hh pa tb howe oabest hee nor buat anon Ade at bates TUNE (nat 
Nita DP - beltinesb vo Uliytiise "te in Wed eit Ad dw HOLS OTS 
4B AL geet eaoten fe bobwec suit tt sone, hente’ 
y ioe #4) twice) enodd oeay eel fod Lyre ratte wu eldag md . 
ey wf oman bee Sezai Mmisahie fo wodmdm: ee Se) atte wae. peed at; of 
ih we Roos ) ab iy bow! Ife Ro teva one 32 ‘Cttanhad p Lote anid r 
/ KATP RS Se TT Thy at ox On? tage realTae one at wh inctiit) ni Btowe 
24 toed Bie .eolisentib tin al eaatas as nue hey Letod gd ae: nes toh 
Of Teese wt Detgponn wih tee et 26 “Obert sHo ne eee ee 
sigh! wt povcstie RbOT~MEOT vet sy ONATITY pt eG alLeiooo* Ti fete tay. to % 
1 yittonyeg OS et: Oh f-0001 267 otten ag) rave aiid cbivshariiy ay 
ann sheet wr Phelot" ede swbdn TTY eider wend fe ae: d dina cin SStrS wpe 
: ae hee a Car ae pwodt et wil OD Wee VRP Lint aLE4 cea Lgis pay 
go rioxe): yetaoiel qoute koe oh prowess ele +o ‘Sot trogeass bil to. 6 
Wee ene Bee ae emet Te mood eet ane lag ktouna his TG CTO 
j son? Wisaee? 3 a) Det. nat aes eis he AOQAT Oded id Petia shane 
y Sa beer Cpay bsg pare? BL ka et tae? . acnaty Paes may AU yl iivintan aie 6 
Veab a riahhnank carat: iba nd nee ee ae - r Ban sata arin seuerat, a 
a Poi j = y 
; “eine ts0Gh joy it, inden aitee. ot Wy div inon ad aa i Lime ‘ebidenaae Sho 


nel dadee hoe dee, Poh ae eas hess out dais. wit halipros hpriore 
Ape REG GAS “eae Cia ct Ee ee Ap be imi ts Persia, paldcommaeat: Ti, pately ¢ 
ov ycteel cake To ped ee and: te: otal tae xe sore erated hate k duc! ae cys 
(eats ree Ror ati shbe ly rie comnuasen + uth. “pad lege’ Tabis hen ao ttonird 
“A Seton sth jae Biestso ogen he tedmla eat nein ae ‘goaerLOrTLD perce: 
oO hh Ba SPR eae ana. bre matt lgite: Leta cet, be ab en Pcs a 
‘3 eres 0 des bivd bat. 30) seep anther ean) Saath’ TAAL $i $2... tai 
aha Sm Meee tte ® Ld Gt sit ato bay Roane dacs ee 
a kaqnodity ge intone * 5 am pee oe) ig, fy nba: OF 4 


ay gay hh 


TABLE XVIII. 


COMPARISON OF THE NUMBER OF GAINFULLY OCCUPIED IN CONSTRUCTION IN- 
DUSTRY EXCLUDING DIRECT GOVERNMENT CONSTRUCTION WITH THE TOTAL OF 
GAINFULLY OCCUPIED IN CANADIAN ENTERPRISES AND IN THE ARMED FORCES. 


1919 - 1942 


Number of Gainful- 
ly Occupied in 
Canadian Enter- 
prises and in the 
| srmea Forces(1 


Ratio of B to C 


Number of Gainful- 
ly Occupied in 
Construction In- 
dustry Excluding 
Direct Government 
Construetion (1) 


Percent 


104,172 3.3 

138,459 4.2 

127,981 4.2 

149, 904 , 125 4,8 

143,679 3,186,351 445 

135,217 3,150,150 4.3 

138,216 3,212,028 4,3 

174,060 3,316,311 5.2 

190 ,274 3,454,292 5.5 

1928 201,614 3,619,774 5.6 
1929 208,186 3,736,556 5.6 
1930 | 187,572 3,699,170 5.1 
1931 101,865 9) 3,438,789. 3.0 
1932 | 48,139 3,200,875 1.5 
1933 31,720 3,128,119 phe’ 
1934 | 46,479 3,225,236 14 
1935 63,349 3,326,998 1.9 
1936 76,834 3,445,812 2.2 
1937 96.855 3,614,810 A! 
1938 96 ,O10 3,585,092 2.7 
1933 91,147 3,707,039 cae 
1940 102 ,898 4,025,483 2.6 
1941 136,222 | 4,517,054 3.0 
1942 133,341 | 4,909,150 267 


Average 1919 - 1942 
Average 1935 - 1939 a 
Average 1936 ~- 1940 


naleapecmpepeeenccio neue neta CAAN SEE APIECE DORE © CCE OO C8 ALES LTO CL ENDS C DOE OE | AEC nme ee ce a 


(1) Data supplied by the Business Statisties Branch of the Dominion Bureau 
of Statistics, ag per September 1942. Statistics are given on a "Full-Time 
Basis’, that is, full employment throughout the year. 


(2) The estimates for the years 1952-1942 are subject to revision upon the 
receipt of further information, especially from the decennial census of 194], 


oh *\ %, e A. ; ‘ 
pa. OD nN som rectomtre: a die 


| . a men's or it Ban 
ION SAHA NT Te aN 


{ 


oy eh ’ l 40) ta 


‘ i) p. ‘ o. i ‘ ; , : oni. (7. via. 
; ee renee crmaptrcantegemen Tae ht ihn 4 orm Ieee NA peels amet 
‘ 1 i \ i ‘ i re , 
at . ‘ 1a hire | ) i *) are ! 
z\ - a 


: : 
a aT eee ae tae eas A Aone hth ashe fh IH ctsrsaattsp nana iis Sa ny 
Tay 


a utah of) ko: ectrurie j. Airs ber ayy recto he 
Scorned Mi. : : Re pete GRO SL 
wt watbmdid | hae ae tairafsot, 
' | 

b 

: 


es 


te ee S ten tee teen 
FC AA AR i neg OE ~ 
~ 
ic 
~— 


TO aes) ih mi fete ,, Ace enkah as 
| ae iene vae Rau airy 
x he kite WII Letts 


¥ 
1 


1 a Oa SESS any ee har en aN ea Sat eel eee 
: : vr - fe am PN AAP nS Aelia) b ab eed hl ig crete. meant waren eT erry hein neseai in 
; of 5 
a ee ts =f oor dy) pe ve { 
, oe le if Wee ohatnee ty vA ‘ Pei \ Pek 
! Pwy iva fey ae s : hh 
! ag } | " eT a iy ; ! : 
ut : Ve on athat a um i} AN iy eh if Me ‘ wi : oa ve ie ay od 
} i i ‘ i omy 4 
> + Vy t” <4 1 a) : 
ie : At 408 oe. BO "yp f ran, ran 
oe F : ‘ y 
a oe bd aN Pw 
id mee ti oe, 4 
! “4 i HA pe j 
' yee ay wr 
ie Lindell l ae eam, 
ri \ 1 I] Bets 
td on t é ‘eis : 
te Ne 2.% i 
" td re Po UT ah, 
‘ hry me a / 
} ea oe / : if oy 
a 4d Ca 
kw hg yds, oe 
7 ; ) 
i Ppa > 1% : ae "4 : 
i} etait vy ty ae 
ea cn 
i is is 
if 1a i. 7) ‘ } 
{ i 4 if a ie 
: et i ~~” A 3 
rr tA ky i) ; iA 
"4 dk il “ nh 
: ABR oe Wy ; hy } 
j 1 al a | 
a, aa ‘ 
« “4 a . f 
\ eh Al Shirk te aed oe QO ‘ \ bis . 
4 . : . 
‘ *) ~) y * mae ¢ 
3 m3 P ‘Ana 
i ze ney: 
oa a rr € it + 
. 4 +t 
J ¢ ¥' pe 
! ¥ 
y a een, . ; 
{ b e a“ . 4a 4 
' K 
ata : 
: ae id 
i 14, y x 
i bids . : 
F 4 
i ; } } - fy 1% ‘i | 
ine wih 4 to Ey be } 
} ! 
5 aaa) i »* 
ot PvE U 
aig } ae Oey. i 
Ye } Lan i » £ bs : 
d PY 4 
4 . i <a Lote ood J ‘ 
Nabe ty aM i nto er ore a ns : i ; 
% 1 e Daf “ Nyt 
nt é 
it ; 
é ‘ eee 
4 at i hs 
. i 4 ? 
5 
ik; \ a eas « Wik \ is yp t st . yh. ‘ ro 
ge Ve Ge F ave - Xt a See a hs , , Ft) ; 
ry Ag i ” ; r — Fy 
Oe jie bat a Wie y 
vi ti ' Y LM) 
ry. Y, } Cua 


Ge. hae - sh io eee gaa 
1) Y . ut i ia ‘ ~ i H » i 


uve ae ‘Sea eh Bia rT 26 . sonar in by bat fa we & % Bi iT) : we wld eH | 
* Noth SRY prs we Ve WER ae ai ta, Paungiy has SS Poa er 
| i} ang ha a bis nec om 


feaath 


ra aad A wee a, Ae 
Pat eat aren. See io 250% nee 


St we 


. arin 
i ih « a 


“TIIAY pue AX SeTQRL eas soT4sSTQRys Jo Sodinos Jog *(1094eT 344 JO seBequedtea UT posseidye Ieuroy oyy) seoros 


peure ey4y Iutpnpour gostadiejue wetpeneg ur petdnos0 ATTRjurTes [Te fo Te ,oO4y 344 OF petdnoso ATInNjutez Jo pue (1944eT 
euy jo seBeuqueofed ut pesseidxe Iomiojy ayy) soetigsnput TTB ut sfeuree asem JO [B4{OR O49 OF (UOTZORIYSUOD qUSMULe ACOs 


qoarITp Sutpntoxe) ATgsnput woTyons4suod UT SLeuLBe 9 


_ 
_ 
Ss 
~ 


9em Jo wotyzsodoid oy} Jo eoue,TodMT aaTqQBTer ayy FUTMOYS YteYO 


ea e = ote Nea kein nee 2 a  F 
| cv Tr Ov Gee =t8e sae 9 Soe Ge ve CS me ok tt O& Son soo bom 9S Cc2= Ver uc Cue lan  Uereo1re 
fatelorclacser e S i 
t ; Ss { 
| eS | 
: : : 
' \ 
\ *petdnoso AT TNjutes [Te 0f UoTZonNs4sSUOdd +2 
. UI patdnoso ATTnJutes jo uopystodoag ~~~ | 
\ *srlautve eSeMm [Te 0% WOTyonI4SUOD ‘ 
ba \ z UI Sleuree esem jo wotqyrodor{ 
| <= = RS 
; 


Re NR Rl AON EE RS ed he A EO ILE LIK EE EIS SO ISOS RN ee 8 Sere ser 


-_ 
as 
Re ee ar 


| 
| 
{ 
ae 
ae 


~ 
See © 


—— es Se PALI be nsec 


A OE I EN ease 


et 


RarAGLe aa Leys! 


LNJWAOTAN NOLLINYLSNOD 40 


“TIIX Minos 


| 
JINVLMOGWL JMEV 1 


L 


Liouad 


nna 


| 
| 


on 


u 
* 
‘ 

MW 

we 
+ 
* 


Ue! Cea (hes ‘> 
Wp or ttn ir eek a may hse Nie ar ge 


. 


Ret * 


ri 


i, as 
ope —<—SEe- - 


Mog ane 
HW) 3 
et ee i 
nye 
ie 
iar ee met 
By ee fe 
in ae ’ 
ve > , 
ee ‘ Mi 
ae Be : 
ae ar 
ty tie 
i 7 
a 4 
tyr 
ae ‘ 
© % 
a. 4 
ri 
7 . . - 
Le x 
A 
j ; ty 
1 4 ; d 
. ; 
‘ * } 
Pet Be ‘ if 
r} fale 1 
} , sl tt j 
} : 4 we 
+ 4d a 
=i ‘ an i 
ey eats P # 
‘ ‘ # j 
We: eee ie 
f ( 
; ‘ } ' 
‘ys f y 
ie pe ON j 
. ' t 
a 
a ae m™ 
A he | 7a, 
iis : Side " 
ee ‘ “4 | 
ws Sep, 
: ~ iene en 
oe sg : . 
‘Ef - v, . 
: * 
3 t ~~ a ‘ 
; hy : 
at x 
my Ee ; 
iy ’ 
; ; , B 
alate nh 
4 ie , } ‘ie pe 
i ; ae 5 
+ 7 5 
if 
ly q i 
‘i 
j , 
{ 
i. ae 4 
' 
v a i 
is t 
om | 
i. 
7 ; 
F . 
: Yr 
= 
u ‘ ‘ ’ . | 
et al Orit H 
1m ' E: | ate 
} ; i 
> i ett 
i uy 
A eg j if 
34° 4 
F 5 
x 
y ? 
5 
eg 4 
ik. f. 
{ A 
fo, Fe ie 4 
a 
si 
. } s 
' L ‘ 
j Ld ‘ . 


3 
= - ae 
a 


== 


4 4 a +; ¥ " 
Le 4 yh ie * 4 j i bee j 5 Dah at aly hw 
wm sai Y i A el ei ade a Bee ed ee PP hy: hid meter a 


| Laat yy ieee 


‘ 
eee s cg Ae er ‘ “ 


tis 
1 we, ‘| 
i z) oF Pe ts ie 


te OS aman ae) mths vl idan, Sin Lip cht NE Arn pe emg 


- 96 « 


engaged in the construction material supplying end transdorting industries. It 
is quite clear that a number of small factory owners, for example, produce not 
only construction material but &lso & number of other commodities. However, it 
aopesred advisable for the purpose of this study to make some distinction between 
the number of wage earners and persons gainfully occuvied in the construction 
material supplying end transporting industries. For this reason it was assumed 
that 80 percent of the value of construction material goes into the remuneration 
to all persons gainfully occupied in the above mentioned industries as against 75 
percent for persons employed. by assuming 80 percent the lower level of the 
estimates made by a number of contractors is reached. Practically all contractors 
whose experiences in the past were surveyed agreed that between 80 percent to 90 
percent of the total cost of material goes into “wages and salaries" (this phrase 
means in this connection remunerations to all gsinfully occupied). 


Table XIX on the following page shows a comparison of all persons 
gainfully occupied in construction, including the construction material supplying 
and transporting industries, with the total of gainfully occupied in Caneda for 
the period 1936-1940. The ratio varies between 6.7 percent in 1936 and 7.7 per- 
cent in 1940, the average for this five-year period being 7,3 percent. For 
reasons descrived above this average ratio must necessarily be smaller than the 
ratio which we obtained in comparing 211 wage earners in construction industry 
with the total of all wage earners in Canada. 


Figure XIV, which follows Table XIX, shows for the period 1956~ 
1940 the relative importence of the proportion of wage earners in construction 
industry and in the construction material supplying and transporting industries 
to the total wage earners in all industries (the former expressed in percenteges 
of the latter), and of gainfully cecupied to the total of all gainfully occupied 
in Canadian enterprises including the armed forees (the former expressed in 
percentages of the latter). 


Summarizing, we find for the period 1936-1940 that construction 
proper and the construction material supplying and transporting industries pro- 
vided emoloyment and opportunities for gainful occupation in the following 
proportions: 


(a) 3.2 percent being the ratio of the number of wage earners 
in construction excludins construction worsx undertaken 
directly by the public authorities to all wage earners. 


(bo) 2.5 percent being the ratic of gainfully occupied in con~ 
struction exciuding construction work underteken directly 
by the public authorities to ell gainfully occupied. 


(c) 11.2 percent being the ratio of the number of wage earners 
in construction proper (including construction work under~ 
taken directly by the public authorities) and in the 
construction material supplying and transoorting industries 
to all wage earners. 


(d) 7.3 percent being the ratio of gainfully occupied in con- 
struction proper (including construction work underteken 
directly by the public authorities) and in the construction 
material supplying and transporting industries to all 
gainfully oecupied. 


Let us bear in mind that the figures contained in (¢) and (d) can 
only be considered as of preliminary value until such a date when studies as to 
the labour eontents of the production, trensportation and distribution of con- 
struction materials have been made. They might, however, suffice to indicate in 
a rough way whet seotion of the Canadian population depends for their livelihood 
either directly or indirectly on building and construction. It is, however, 
essential to bear in mind that this seetion does not deal with the secondary 
effects of construction expenditures. These effects are discussed separately in 
Section VIII. 
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EMPLOYMENT in CONSTRUCTION 
avy in THE SUPPLYING INDUSTRIES 
aus = Weve 


PERCENT 
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Proportion of wage earners in 
construction and in the supply- 
ing industries to all wage earners 
Propertion of gainfully occupied in 
construction and in the supplying 

i 


Chart showing the relative importance of the proportion of 
wage earners in construction industry and in the construction 
material supplying and trensporting industries to the total 
wage earners in all industries {the former expressed in pere- 
centages of the latter) and of gainfully occupied te the total 
of all gainfully occupied in Canadian enterprises including 
the armed forces (the former expressed in percentages of the 
latter). For sources of statistics see Tables XVII and Ix, 
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CONSTITCTION COMPLRED UITH OTELR TNDUSTR Lis 


While reference was mde in the previous sections to the importance 
of the construction industry in relation to the totsl1 economic activity of this 
country, the relationship of construction to other industries is analyzed in 
this section, Out of a number of methods the tuo following have been selected 
for the purnose of illustrating the position which building and construction 
occunics in the Canadian economy as compared with other spheres of economic 
activity. 


1, (a) A comoarison (using index numbers) of the physical volume of 
construction with the physical volume of iron ana steel, of railwey carloadings 
and of all business for the neriod 1929 - 1941. 


(b) A comparison (using index numbers) of the long-term trend of 
construction, iron and steel, carloadings ang all business for the period 192°- 
1941, 


2. A comparison of construction with the other eight main branches of 
production in accordance with the Dominion Bureau of Statistics’ specifications 
for the years 1929, 1933 and 1908, the turning points of the phase of the business 
evcle 1929 - 1958, 


It is of imvortence to realize that the methods described above are 
intended to show two entirely different aspects of the role of building and 
construction. By the first method the cyclical trend and the long-term trend of 
construction are compared with those of other industries. The index referring 
to “all business* is a weighted average of 57 components referring to economic 
activity in ths productive anc distributive field. By the second method the 
relative importance of the contributions of the nine main branches of production 
to the tetal gross value of production is analyzed. According to the classifica- 
tion used by the Dominion Bureau of Statistics “production” includes the following 
industries: agriculture, forestry, fishing, trapping, mining, electricity, 
construction, custom and repair, and manufacturing, The ‘commodity handling’ 
division consisting of transoortation, ecrmunications and trade, anc the 
feeiliteting” division consisting of banking and finance, government activities, 
and service excluding custom and renair, are not considered. 


la, Fhysicel Volume of Gonstruction and Other Industries 


The index of the vhysical volume of business anc. the various components 
which make uv economic activity in this country is a very good method for the 
purpose of measuring economic changes. The importance of the index numbers lies 
in the fact that changes in prices (e.g. cost of materials and wage rates) are 
eliminated. The Dominion Bureau of Statistics emphasizes the usefulness of 
physical volume index numbers by saying: "The trend of industrial output is one 
of the essential factors in the measurement of economic progress, In the work 
of analysis, composite production data occupied a central position. Through an 
examinaticn of the relationship of the business index with other fundamental 
economic factors historical sequences may be established that may orove of 
ereatest value intentative for costing. (1) 


The index of the vhysical volume of business 1s compiled on a monthly 
basis from a number of factors. It is a weighted average of 57 components 
constituting a considerable sample of the productive and distributive activitics. 


The index of the physical volume of construction is computed from 
“contracts awarded" (MacLean Building Reports), “building nermits" (Dominion 
Bureau of Statistics) and “cost of construction” (Construction Census of the 
Dominion Bureau of Statistics). 


(1) Dominion Bureau of Statistics: "Original Monthly Statistics of Chief Bconomic 
Importance”, supplement to the Monthly keview of Business Statistios, Mey 1934,pel. 
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Pable %L and Figure XV on the following pages show a comparison of 
the vhysical volume of construction with the physical volume of iron and steel, 
of carloadingesand of all business for the period 1929-1941, The average of 
1935-1939 was used as a bese and set egual to 100. 


The fact that construction activity was at its peak in 1929 is 
jllustrated by the construction index which amounted to 222.4 in this year. 
This figure represents the yearly average of indexes compiled on a monthly basis, 
Construction reached, according to this index, its lowest point in 19355 with 
55.9, recovered in 1954 (70.5) and in 1956 (95,7), fell baek in 1936 (89.6), 
and resovered in 1937 (115,0). In 1958 and 1939 construction showed a decrease 
{the index amounted to 100 in 1939), then recovered in 1940 and 1941, reaching 
in the last year (178.3) nearly the level of 1951. 


Iron and steel amounted to 144,4 in 1929. It reached its lowest point 
in 1932 with 32.3. From 1955 onwards it recovered until 1937, when it reached 
117.0. There was a sli¢ht decrease in 1958 (93.6) and 1939 (99,7), In 1940 and 
1941 the effect of war orders is clearly recognizable, the index rising to 
164,8 in the former year and 220.1 in the latter. Thus the physical volume of 
the iron and steel industry was srproximately 50% higher in 1941 than 4¢ was in 
1929. 


The index of carloadings is a more general one, reflecting a wide 
variety of forces. «As such, its fluctuations are less marked than those of 
construction and iron and steel, Thus, while the jndex of construction decreased 
from 322.4 in 192° to 55,8 in 1935 (anproximately five-sixths) and the index of 
iron and steel decreased from 144.4 in 1929 to 52,5 in 1902 (approximately 
three-fourths), the index of carloadings decreased only from 142.7 in 1929 to 
81.3 in 1955 (not even one-half). The index of carloadings recovered from 1953 
onwards reaching 106.8 in 1937, In 1935 and 19389 it showed a small decreases, 
then-> rose to 115.6 in 1940 and 128.8 in 1941. Figure XV shows clearly that 
the fluctuations of the industries analyzed were greatest for construction and 
smallest for carloadings. 


For the purpose of comparison the volume of ell business is analyzed. 
This index amounted to 109.6 in 1929 and reached its lowast point in 1932 with 
68,7, From then onwards the curves for carloadings anc of all business are very 
similar, The business index for 1941 was 155.6. 


lb, The Lons-Term Trend of Physical Volwne of 
Construction and Other Industries 


The curves in Figure XV show the marked fluctuations of construction 
anc other industries during the veriod 1929-1941. It 1s clear, however, that 
these curves are ths result of 2 mimber of forces at work, some of which are of 
a periodic nature while others are characterized by their suddenness and 
irregularity. By eliminating these factors, the long-term trend or "secular 
trend’ of construction and the other industries analyzed can be determined, 


By secular trend is meant the smooth, regular, long-term movement 
of a statistical series. Frequent and sudden changes either in absolute amount 
or in rate of inerease or decrease are eliminated from a4 presentation of 
statistics intended to show ths long term trend only. It is evident that a 
number of fluctuations of a periodic nature (for example, seasonal variations } 
and of a more irregular nature (for example, variations due to emergeneies such 
as the present war) can modify the effects of a long term movement considerably. 
Carl Snyder says of the secular trend that “no other method enables us 30 quickly 
te set economic events in their just perspective" 1) Tt is for this reason that 


t 


(1) Carl Snyder: “Business Cycles and Business Measurements", New York, 
Macmillan, 1957, 
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TABLS 


OOMTIRISCN OF PEYSIG.L VOLU: OF CONSTRUCTION WIT THs FHYSICsL 
VOLT. OF T2ON AND STBEL, OF CANRLOARINGS AND OF ALL BUSINASS. (1) 


1929 - 1941 


Year Volume of Volume of Iron{ Volume of Volume of all 
Construction and. Steel Carloadings Business 
Index Index Index Index 
1929 142.7 105.6 
1930 126,8 $5.6 
1S31 104,6 of NY 
- 1932 88.1 68.7 
1933 81.3 69.6 
1934 95.8 62.3 
1935 95,1 89.4 
1936 100.0 98.0 
1937 105.8 107.2 
1938 97.4 98.6 
1539 100.0 99.7 101.5 106.9 
1940 161.3 164.8 115.6 121.1 
1941 178.35 220.1 128.8 135.6 


(1) Statistics are compiled on a monthly basis in the “Monthly Review of Business 
Statisties" published by the Dominion Bureau of Statistics. The date used in 
this table are yearly averages, Thoy have been supplied by the Business 
Statistics Branch of the Dominion Bureau of Statistics. base: 1955 - 1939, 
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FIGURE XV. 
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PHYSICAL VOLUME OF CONSTRUCTION 
AND OTHER INDUSTRIES, 1929-1941, 


Index 


Construction. 


~ -~- » Iron and Steel, 


Sed tet Ket Carloadings. 


+ « « » « ALL business. 
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Ghart showing a comparison of physical volume ef aon- 
struction with the physical volume of iron and steel, ~ 
carloadings, and of all business (Index Numbers), Base: 
1935-1939, For sources of statistics sce previous table. 
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in the following the lone-torm of construction end the other industrics 
analyzed has besn detervined in orcer to show the relative inerease or 
decreago in the physic:1 volume of these industrics over a long period. 


‘ Table XZI shows the secular trena(+) of the physicel volume of 
construction, iron anc steel carloacings and all business for the period 1929- 
1941. The statistics contained in this t: ole are illustrated in Figure XVI. 
Ths most outstandine feature of this chart is the fact that the long-term trend 
of construction and csrlo.udings indicates clearly e steady decrease in the 
vhyzical volume of these two indicators. The lonc-term trend of iron and steel 
and of the volume of all business shows an upward movement. 


Mie downward movement of the lons-term trend representing the physical 
volume of construction is of great imvortance in considering the role vhich 
construction misht play in the post-war period, Tt appears from the above 
vresentation that construction, i? left to its ovn devices, would continue, in 
the long run, in 4 downward direction, It appears perative, therefore, to 
take this long-term trend of constructicn into consideration ihen planning a 
post-war construction prorram. 


Ae Construction and the Other Sight Main Branches of Froduction,. 


Mable KLIT shows the gross value of production in nine main branches 
for the years 1929, 1955 and 1938, ‘The data are taken from the “Survey of 
Production in Canada", annually published by the Dominion Bursau of Statistics. 


The term “production” is used by the Dominion Bureau of Statistics 
"in its popular accentance, i.¢., as including such vrocesses as the growing 
of crops, extraction of minerals, capture of fish, conversion of water power 
into eleetrical current, manufacturing, ete., - in economic phrase, the excation 
o? tform utilities!. It does not include various activities which are no less 
'oroductive' in the broad and strictly cconomic sense, such as (a) transporta- 
tion, refrigeration, merchandising, etc., which add to commodities already worked 
up into form the further utilities 'place', 'time’ and 'possessiont, and (bd) 
personal and professional services, such as those of the teacher and doctor, 
which are not concerned with commodities at all, but are not on that account 
anv less useful to a civilized society, - revresenting, in economic language, 
ths creation of ‘service utilities'’."(2) tt is, therefore, of importance to 
remember that this comparison deals only with one section of economic activity 
and that no consideration is given to what has been termed the “conmodity 
handling anc “facilitating” division, 


Figure XVII illustrates the findines contained in Table ZXII. We 
note that agricvlture contributed 24.5 percent to the gross value of production 
in 1929, but only 25,8 yercent in 1956 and 19.6 percent in 1958, On the other 
hand the importence of mining increased, its contribution rising from 5.4 per- 
cent in 1929 to 7.9 vnercent in 1935 and 12 pereent in 19358. Construction 
contributed 8.8 percent to the total gross value of production in 1929, 6.1 
percent in 1953 and 6,5 percent in 1908. The most stable contribution of one 
of the major branchos of production wes manufacturing with 47,1 percent in 
1929, 46.5 vercent in 1955 and 47.7 percent in 1958. 


It is important to bear in mind that the above vercentages show only 


the relative imvortance of the nine main branches of nroauction within one year, 
They are not intended to show the inerease or decrease in the volume of the 


(1) For the description of the method used by the Dominion Bureau of 
Statistics for the vurnose of computing the secular trend, see 
eNationel Income of Canada 1919-1958", Fart I, Ottawa 1941, pp 19 ff. 


(2) Dominion Bureau of Statistics: “Survey of Production in Canada, 1959", 
Ottawa 1941, n.27. : 
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TABLE AST 


Tis SECULAR TREND OF THE PHYSICAL VOLUMs OF CONSTRUCTION, 
TROM AND STHZL, CARLOADINGS APD ALL BusINass. (1 


recess. 


—— 


Volume of Volume of Iron Volume of Volume of all 
Construction and Steel Carloadings Business 
Index Index Index Index 
83.4 116, ; 84,4 
84.4 116.0 86.2 
85.3 Wala | 87,9 
86.35 114.2 89.7 
87.2 113.2 91.4 
88.2 112,35 93,28 
89.1 111.4 94.9 
90,1 LLOeS 96.7 
91.0 109.6 98.4 
92.0 108.7 100,2 
92.9 107.8 LOTA9 
$5.9 TOG..o 103.7 
94,8 105.9 105.4 


{1) Statistics have been supplied by the Business Statistics Branch of 
bhe Dominion Bureau of Statistics. Base: 1935 - 1939. 
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Chart showing a cemparisen of the secular trend of the physical volume of 
construction, iron and steel, carloadings,and all business (Index Numbers), 
Base: 1935-1939, For seurees of statistics see previous table, 
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TABLE XXII 


GROSS VALU OF PRODUCTION IN NING MAIN BRANCHAS 
FOR il YEARS 1929, 1933 and 1938, (1) 


1955 1938 


Industry 
| Million Pereent | 2illion rercent | Million Percent 
Dollars Nollars Dollars 

‘ericulture 1,631 24,5 805 25.8 1,065 19,6 
Pore stry 611 Co 257 Vad 425 Vee 
Fishing aa pap 36 Lie 53 1,0 
Tranninge 1.6 OL 7 0,2 A 0<2 
Eining 361 D4 
aslectricity | 123 1.8 
‘Construction 592 8.8 
Custom and Repair 145 Gee 
banufacturing 3,166 47,1 


Total Gross 
Value of ’ 
Frocuction 


(1) Data taken from “Survey of Production in Canada, 1939" published by the 
Dominion Bureau of Statistics, vp. 16-17, “"Froduction"” includes, accordjng 

to the classification used by the Dominion Bureau of Statistics, the 
industries specified above. Transportation, conmunications and trade described 
as the “eonmodity handling division" and banking and finance, government 
activities, and service excluding custom and repair described as “facilitating 
division” are not considered, ; 
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FIGURE XVII 


RELATIVE IMPOKTANCE OF NINE 


MAIN BRANCHES @F PRODUCTION 
929, bahehometivedn alba S voy 


PERCENT 
100 
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‘Chart showing the contributions of the nine main branches of 
production te the total grass value of production fer the 
years 1929, 1933 and 1938, According te the classiricatien 
used by the Deminion Bureau of Statistics "production" in- 
cludes the industries specified above. The "eommedity hand- 
ling" and "facilitating™ divisiens of ecenomic activity are 
net ceansiderc,. os 
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industrivs concerned. If we were interested in dotermining, tor example, the 
relative decrease of agriculture and construction from 1929 to 1938, then we 
would have to consicer the sross values of both industries for the two years, 
The gross value of agriculture, according to this Dominion Bureau of 
Stetistiest estimate(1) amounted to °1,631,000,000 in 1929 and “31,063,000,000 
in 1938, which indicates a decrease of approximately 35 percent from the 1929 
level, The gross value of construction amounted to (591,000,000 in 1929 and 
900,000,000 in 1938, a decrease of apvroximately 40 percent from the 1929 
level. -Fining, on the other hand, increased from 3361,000,000 in 1929 to 
2654,000,000 in 1938, that is abowt 81 percent over the 1929 level. This 
comparison shows us again the marked fluctuations of construction, which are 
even greater than ths fluctuations of agriculture, 


There is hardly any doubt that great fluctuations of construction 
aetivity do not only cause disturbance within this industry but - though to a 
considerably smuller extent - also affect most of the other main branches of 
production mainly by diminishing requirements of const:uction material, 


The Consequences of a Depression in Construction Industry 


The fact that the construction industry suffers considerably in a 
period of depression has been emphasized repeatedly in this study. The affects 
orf a sudden decline in the volume of construction activity may be summarized as 
follows, \* 


A considerable decrease in the volume of construetion, sueh as 
experienced in the depression of ths early thirties, causes considerable unemploye 
ment in construction proper and at the same time affects greatly the construction 
material. supplying and transporting industries, since these industries depend 
on orders from the construction industry. The volume of these orders is greatly 
diminished in sonsequence of reduced construction activity. Furthermore, wage 
rates in the construction industry decline since, due to increased unemployment, 
there is a great supply of construction labour while the demand for it is small, 
In consequence of increased unemployment and lower wage rates, the resources at 
the disnosal of the wage earners, which are mainly used for the purvose of 
acquiring consumer goods, are considerably diminished. The consequence is a 
reduction in the demand for consumer goods, This reduction causes serious 
repercussions not only in the consumer goods industries but even to a greater 
extent in the producer goods industries. These industries are forced to reduce 
their: volume of production and additional unomvloyment is created, ; 


We thus find that the decrease of the volume of construction from its 
normal level affects, as any other depressed vroducer goods industry would, the 
whole economy of the country. At the same time, however, the necessity for 
additional construction dees not remain the sams as in the previous period of 
prosperity. Population increases amd thus additional requirements for residential 
buildings, roads and other facilities come into existence, These requirements 
are, however, only partly fulfilled, The consequence is a “backlog” in building 
snd construction, 


(1) The figures analyzed in this section are tentative estimates by 
the Dominion Bureau of Statistics, 


(2) When considering this summary it is important to bear in mind that 
what is being said about the construction industry, applies - though 
with varying degree » to a number of producer goods industries, The 
construction industry, which is considered to be a durable consumer 
goods industry, is affeeted in a depression like most of the producer 
goods industries. It is for this reason that construction industry 
is commonly counted among tie producer goods industries. 
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The above summary gives only a rough sketch of the main aspects of 
the consequenees of a drastic reduction in the volume of construction due to 
a depression. nyen this short presentation muy make us realize the need 
for giving special consideration to the problem of how to assure a greater 
stability of the construction industry in the post-war period. 


No a RESET RES TEEPE ARE Ee 


(1) A number of other aspects of the problem, for example the importance 
of the "nsychological factor” in a depression, wre mentioned in Section BT i 
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SECTION Vil 


SOMZ RELEVANT COMPARISONS WITH THS CONSTRUCTION 


a ce 


INDUSTRY IN THA UNITED STATES. 


While in some instances the trend o: construction activity in Canada 
is similar to that in the United States, in others a great difference will be 
found in development or in the importance which building and construction has 
acquired for the national economy. 


This section is primarily concerned with showing two things: 


(1) The different contributions which building and construction 
have made to the national income in Canada and the United 
States. 


(2) The different trends of building and construction activity 
in Canada and the United States during the period 1929-1938 
which represents a major phase of the business cycle, 


For the purpose of comparisgn the national income study prepared by 
the National Bureau of Reonomic Research in the United States has been used 
in this section, It might be said that, in addition to the national income 
estimates made by the National Bureau of Economic Research, there are also 
estimates made by the United States Department of Commerce. The study of the 
national income estimates of the National Bureau of Heonomic Research is con- 
pattem yo Simon Kuznets' book - “National Income and Its Composition, 1919 - 
1938" ‘ 


In a broad way the Dominion Bureau of Statistics follows the methods 
used by the National Bureau of Economic Research in computing the national in- 
come, A comparison of these two national income estimates is, therefore, per= 
missible. 


As far as building and construction in the United States ars concerned, 
there are not less then twenty-one Federal agencies actively interested in in- 
formation on the construction industry and its related branches. The principal 
sources of information on the size and caemposition of the contract construction 
industry in the United States are the censvs of construction, the annual incgme 
tax tabulations of the Bureau of Internal Revenue, and the quarterly employer 
tabulations of the Social Security Board derived from information reported in 
connection with old-age and survivors! insurance. 


The government agenciss concerned with the compilation of data on 
construction have experienced similar difficulties as the Dominion Bureau ef 
Statisties., Kuzhets complains that the deficiencies of coverage in construc- 
tion are serisxus. Many firms in contract construction have no clearly recog- 
nigable or identifiable location, and can ezsily be overlooked in any country- 
wide survey. He says that there are some contractars who have their offices 
"in their heads" and are operating a genuine business that is perhaps their 
sole squree of income as well as that of a few employees. "Furthermore, high 
mortality, both secular and seasonal, is common among construction and trade 
units. Consecuently, a census for a given year would necessarily miss the 
activity of the units that were ceasontily idle wien it was taken sr no longer 
in existence, Finally, in view of the primitive methods of accounting pre- 
vailing among small tradesmen and constriction cantractors, the trustworthiness 


ae er ete — 


(1) Simen Kuznets assisted by Lillian Epstein and Hlizabeth Jenks: "Natienal 
Incgne and Its Compesition, 1919 - 1953", New York 1941, 4 vols. 
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of the information collected is subject to considerable doubt", Kuznets also 
emphasizes thet, although the business units omitted are small, their number 
may be large, and the consequent inefficiency in the coverage of ell construc- 
tion activity may be rather substantial, (1) 


The most recent report in this ficld, entitled "Construction, Housing 
and Real Property", deals extcnsively with the necessity for additional and 
better coordinated information on building and construction needed to complete 
and clarify the picture, The following are the comments of this report on 
the incomplete statistical coverage of construction in the United States: 


"The census of construction provides a wide range of data on estabe~ 
lishments engaged in contract construction, covering such aspects as kind of 
business, legal form of organization, value of work performed, and employment 
and pay rolls, It has becn impossiblc, however, to identify and to secure 
complete coverage of all establishmonts whose principal business is contract 
construction, For 1929, data were sccured primarily from contracting cstablish~ 
ments handling work amounting to $25 , 000 or more in that year, For 1935 and 
1939, the lower limit was sct at $500; but, at least for 1935, the coverage 
of the smaller establishments wes seriously incomplctc, Furthermore, the con- 
struction census covers an widetermined portion (though not all) of the contract 
construction done by establishments which are engaged principally in retail or 
wholesale trade or in services, and this construction has not been segregated 
in the census tabulations to provide information for the contract coustruction 
industry separately. 


"The Burcau of Internal Revenue income tax tabulations provide ine 
formation (a) for corporations which report thoir principal business as cone 
struction and (b) for individuals with a net income of $5,000 and over who 
similarly report their principal business as construction, for corporetions, 
deta arc provided on number of corporations, income, principal receipts and 
deductions, and principal balance sheet items; for individuals, on number of 
businesses, total receipts, wages and salaries, and profit or loss, The 
limitation of the generally available tabulations for individuals to those 
with e net income of $5,0CO or more and the lack of tabulation of partnership 
returns, vesult in serious incompleteness for the contract construction indus} 
try, where small unincorporated enterprises handle a relatively large proportion 
of the total business, 


"The Social Security Board employer tabulations show the number of 
taxable cmployees of contract construction firms, and the amount of taxable 
wages paid, Firms with ne employees, which may constitute os many as one«third 
of all firms in the industry, cre not covered,"(2) 


Since both the "Report on the Construction Industry in Canada" and 
the United States "Census of Construction" do not cover completely the field 
of construction in their respective countrics, a comparison of the results of 
both censuses will be possible provided we bear in mind thet the statistical 
coverave made by these two reports will most probably differ, 


Contributions of Construction and Building to the 


National Income in Canada and the United States, 


We often hcar the compleint made in Canada that the construction 
industry suffered severely in the depression years, thant it has been a 
Yneglected" industry and thet even in the best years of prosperity no full 
use hes been made of the potentialitics in this industry. Similar complaints 


(Ee Boids Vol. h,) PeedL05-6. 


(2) Jcan H, Williams “Construction, Housing and Real Property", a survey of 
available basic statistical data, Washington, June 1940, pp. 7-8. 
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have been made in the United States, It will therefore be of interest te 
compare the contribution which national income originating in construction 
contributed to the total national income in Canada and in the United States 
during the decade of 1929-1938, which covers the prosperity of 1929, the 
depression of the carly thirties and the recovery towards the end of the 
thirtics, 


Table XXIII, on the following page, presents a comparison of national 
income originating in construction with total national income in Canada, This © 
table has been compiled from data supplied by the Dominion Bureau of Statistics, 
It is important to bear in mind that “income originating in construction" refers 
only to that nucleus of construction which has been shown as circle l,a in 
Figure I, 


It will be scen that the highest contribution made by building and 
construction to the national income was in 1929 and 1930, amounting to 5,1% 
in both years, Its contribution then declined gradually, reaching the lowest 
point with 2.8% in 1934, Construction activity increased in 1935 and the 
following years, reaching 3,8% in 1938, The average contribution of building 
and construction to the national income in Canada for the decade 1929 = 1938 
amounted to 3.8%, 


The next table, XXIV, compiled from estimates made by the National 
Bureau of Economic Research, shows a comparison of national income originating 
in construction with total national income in the United States, The highest 
contribution during the period 1929 + 1938 made by building and construction 
to the national income in the United States occurred in 1929 when it amounted 
to 4.6%, This is 0.54% less than the contribution of building and construction 
to the national income in Canada duying the sume year, The lowest contribution 
in the United States was in 1938, when only 1.6% of the national income was due 
to the activity of the construction industry. Construction activity in the 
United States recovered from 1934 onwards, arriving et a ratio of 2.6% in 1938, 
The average contribution of building and construction to the nationel income 
during the decade 1929 - 1938 anounts to 2,8%, 


Galbraith gives a short resume of the part which building and con-= 
struction playcd since tho depression in the early thirties, which is quoted 
in the following: 


"Although, in the years from 19335 to 1938, the total volume of new 
construction expenditure, including work relief construction, was more than 
doubled, in the best year (1938) this total was only 60 percent of the pree 
depression level, Excluding work relief, the total reached only 49 percent 
in the best year. Consequently, since 1930 our economy has been without one 
of the principal supports for the relatively high level of income and business 
activity which existed in the 1920's, | 


"Such recovery as has occurred in construction, however, has been due 
in large part to the manifold increase in Federal and federally-financed cone 
struction adRivities, which were carried on from PWA funds, regular Federal 
appropriations, and work relief appropriations, The total Federal construce 
tion expenditures averaged $1,630,000,000 annually from 1933 to 1938, compared 
with $188,000,000 from 1925 to 1929; this represented an increase between the 
two periods from less than 2 percent to 35 percent of all construction expen~ 
ditures, Excluding work relicf construction, Federal construction expenditure 
averaged $843,000,000 from 1933 to 1938, The dollar volume of State and local 
construction expenditure has shown no significant increase from the greatly 
depleted level of 1933 and, consequently, has acted as an important offset to 
the increase in Federal construction expenditure," (1) 


- 


(1) J. K, Galbraith, assisted by G. G, Johnson, Jr.: "The Economic Effects of 
the Federal Public Works Expenditures, 1955~1938", National Resources Planning 
Board, Washington, 1940, p.108, 
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TABLES XXATIT 


COMPARISON OF NATIONAL INCOME ORIGINATING IN 
CONSTRUCTION “ITH TOTAL NaTIONAL INCOME IN CANADA 


1929 - 1938 


A A a Nk a A el I ee 


National 
Income 


(1) 


Income Orig- Ratio - 
inating in 


Construction . 


(2) 
Million Million 
“Dollars Dollars Percont 
5,226,200 265 , 800 5 
4,413,420 226,300 app 
3,566,318 163,192 (9) 4,6 
2) 798, 025 Lie .aLe 41 
Ble eo Oye 91,505 bet 


3,155,887 88,506 2.8 

3,960,242 101,578 3,0 
115,004 3 

ee te 345 

155,174 3.6 

Average 1929 — 1938 SPs 


(1) Net National Income, revised figures for 1929-1958 supplied by the 
Dominion Bureau of Statistics as per September 1942, Sinee the re- 
vision of the National Income Estimate is not completed, there may be 
a further revision of these figures. 


(2) Date for "National Income Originating in Construction" taken 
from "Operating Accounts of the Construction Industry, 1919={1939" 
(preliminary sheet), supplied by the Business Statisties Branch of 
the Dominion Bureau of Statistics as per September 1942, 


(3) The Dominion Bureau of Statistics has, in its revised estimate, 
changed the eemponents which make up gross revenue in construction 

for the years 1931-1933, This revision refers, however, only to 
construction work undertaken by general and trade contractors and 
subecontractors. A revision for 1941-1933 of the preliminary estimate, 
which includes eonstruction undertaken directly by the public 
authorities, is not available. 
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TABLZ AXIV 


COMPARISON OF NATIONAL INCOM’ O8TGiINATING IN CONSTRUCTION 
WITH TOTAL NATIONAL INCOMZ IN TH! UNITED status, (1 


1929 ~ 1958 


ot re ON ete at nm te 


einen 


Income Origin- Ratio 
ating in con- 
struction 


Year National Income 


Million Dollars Million Dollars Percent 


1929 87 , 234. 4,071 
1930 77, O19 3,486 
1931 60,300 2,228 
1932 42,932 nie yel 
1933 42,183 


Average 1929 = 1938 


AE AR BI ae nt an 2r at wr ae penettinnepnonien a 2 oe at. 


(1) Data taken from estimates made by the National Bureau of 
Heonomic Research, New York, See also Simon Kuznets, assisted 
by Lillian Epstein and Elizabeth Jenks: "National Income and 
Its Composition, 1919-1938", New York, 1941, Vol, I, p. 137 and 
Vol. II, p. 642, 


wee Wed. ayy e. 


nt he eet Re ce hapa pt perm (eben roe Ashe dames seed ms Ihe i 


NYAS 
x 


De 


bite ly i sta “ia ch 
. | 


a igiis 


a, | : heal, Nts fae a 
| a, * ea! | 25, h | ; Od oa }; 


at ch ; 
oa hw ali 4 ui 


een 


| 
| 
j 


Cd 
; 
i 
; a 
ei i in a Zi ER Do Diy ate — 
iy 
es 
- 
& 


we fi Au 
‘ i ‘ ) a a 
hey AT. 
5 oh . . a 
SheaiGe Pe, Dh Td ; ‘i 
ary 4% i 4 4) 
1 } : 7 ; s 
} : r 
pa ne STE panos enh art ner ee hon mph mth ty pao Riel nme nmelioenyt AAS : 7 
‘\-, } rn : : J 
. ’ vat 


(Beh 5) BERD ORES seme ea ee Mees 


Silas, cali: Jt caleniandiccalieonialisee Vacujdegnie colar en canes piviaiaiirh-neatineiprampmne Moree Am ear te 


‘ ~ . 
a . ‘ L bi j ‘ 
ety ri he i be J as 4 


j ) j ; Li ait tat 
A, ‘inmotnant she ji sy VA oe a a Ate aban agtonddoe ert 
rwtwedp (if 0a Wen de oaLlie ware) \uleny eK yao 
Sire +980 Ai we! f is hove ‘ ome va parane nl ane ai 


rok pee ndiel, 


» 


Pod 4 
bit Pie ei 


a ah ge 


FIGURE AVIIL 


COMPARISON OF NATIONAL INCOME ORIGINATING IN 
CONSTRUCTION WITH NATIONAL INCOME, 
CANADA AND THE UNITED STATES, 1929-1938. 


Tt 
8 . * * 
owen Contribution of construction to the 
{ National Income, Canada. 
gts el hl de Contrivution of construction to the 
National Income, United States. 
6 
tail 
Po 
4 \ 
bX 
ia 
\ 
» 
\ 
avon, eciLene ia em ee et, yt et ee ee 
‘« eS PP Cure 
2 Ms s aa ws 
\ - — ~ nae 
* —_ a ow ae 

UJ 

| 
@) | tink lh Re cemrweeies By Aouad Went ta ood beaks Preece icon sioespienyrasonestapsiigaetreslcesenplihslin hembeasgetede edie <7 


Teo gees a Ol a CEM oO, Cats seta 57.38 


ba Nee nn eememethmendemeaanl 


Chart showing a comparison of the annuel contribution 
of construction to the national income in Canada and in 
the United States for the period 1929 - 1958. The two 
curves show the relative importance of construction for 
the Canadian and United States economies, For sources 
of statistics see tables on previous pages. 
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Returning to the contributions which building end construction 
have made to the national income in Canada and the United States, we find 
that the difference in the ratios of 2.8% for the United States and 3.8% 
for Canada is remarkabls, It suggeststhat during the decade 1929-1948 build- 
ing and construction contributed a greater share to the national income of 
Canada than its equivalent in the United States. There may be several reasons 
for this differences, It may be due to the fact that the manufacturing indus- 
tries in the United States account for a greater share of the contribution 
to the national wealth than the same industries in Cansda, It may be duo to 
the fact that the number of industries in the United States are greater than 
in Canada and that seach industry would thus contribute in proportion a smaller 
share to the national income than would otherwise be the case, It may also be 
due to the fact that Canada is, as far as development is concerned, a "newer" 
country than the United States, In this case it is quite reasonable to expect 
that building and construction plays a greater role in Canada, 


An illustration of the diffcrent roles which building and construe- 
tien played as contributors to the national income in Canada and the United 
States during 1929-1938 is given in the chart (Figure XVIII) which follows 
Table XXIV. The two curves drawn in the chart indicate the relative import~ 
ance gf building and construction for the Canadian and United States economies, 


itrend of Income Originating in Construction and Total 
“National Income in Canada and the United States, 


In order to show the trend of income originating in construction 
and total national income in Canada and the United States during 1929-1938, 
an Index has been prepared by the writer, 1929 was taken as a base and was 
put equal to 100, The whole, series of valucs contained in Tables XXTIT and 
XXIV was adapted accordingly. | The presentation of these values (shown in 
Table XXV at the end of this section) in a time series as relatives, with 
reference to the fixed base of 1929, makes possible a ready comparison of the 
values and enables us to follow the trend of the series much more easily than 
when the data were presented in their original form. The comparison of the 
trends of two different series (Canada and the United States) is also facili- 
tated, 


The trend of the annual changes of total national income and income 
originating in building and construction is probably more clearly recogniaable 
from Figure XIX than from Table XXV. This chart which follows Table XXV shows 
that during 1930 and 1931 the national income declined more rapidly in Canada 
than in the United States and that in 1932 and 1933 the national income in the 
United States declined more rapidly than the national income in Canada, Since 
1934 the national income has been increasing in proportion at a greater pace 
in Canada than in the United States, In 1937 the proportionate increase ef 
the netienal income in the United States reaches nearly the level of the 
Cenadian increase. While the national income in Canada mAintained abeut the 
same level in 1938 as in 1937, the national income in the United States showed 
a marked decrease in 1938 from its 1957 level, 


cae 


{1} It should be noted on this oeeasion that, so far as the United States 
are concerned, building and construction reached the peak in 1926 when their 
contribution to the national income of the United States amounted to 
4,264,000,000, that is $193,000,000 more than in 1929, If 1926 had been 
taken as a base of the Index, the decline of the contribution of construc- 
tion industry to tho national income would have been somewhat more marked 
than on the basis of 1929, 
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A similar picture will be found in the trend which indicates the 
annual changes of income originating in constructien in Canada and the United 
States. It is of interest to note that income originating in canstruction 
reached a far lower peint in the United States in 1933 (the index figure is 
17) than in Canada in 1934 (the index figure is 33). 


The burden of this section is that in both countries there was a 
marked decline of the total national incomes and correspendingly the contri-~ 
butions of building and construction to the natignal income during the period 
1929-1938, With the exceptien of 1930 and 1931 the national income in Canada 
deereased at a slewer pace than in the United States, From 1954 onwards 

national income in Canada recovered at a faster pace than in the United States, 
The same phcnomenon applies to income originating in constructien in Canada 
end the United Statcs, It mcans, in other words, that in relatien to the 1929 
level and as far as unadjusted dollar values indicate (1), Canada suffered less 
frem the depression and rcached, in its recovery, a higher point than the 
United Stetes. This applies not only to the total national income but also to 
the contribution which building and construction made to national income, 


(1) It is prebable that if the income figures were adjusted for ehanges in 
the price level (real income), they would show a less marked divergense be= 
tween the two countries. The revised estimates of national income originat~ 
ing in construction which are available for construction werk undertaken by 
private contractors only, seem to indicate that the divergence was in reality 
less extensive than it might appear from the twp respective curves in Figure 
ATX, Even if these factors are taken into cgnsideration, there still remains 
a remarkable differense between the contributign of Shatin cae to natilgnal 
income in Canada and in the United States. 


Pea! py Ny Se i Y)) ise bas ¢ Oe 

he He es See ae acrid iy oN 
eh aan Mum ea 
‘hel 4 i. Tee et | WAL ny 
[ bt ry Fy LL ete 

f 7 ee i ae ‘ 

¥ \ Ae 

A yt 

j 

aan * 


saan ~ west ot 2 ck ‘Andee watowt we auc » Sid al 
aautenamewe ob haha tisha ! sagen uel ain teh pain sa ie Banh La a di 
oe stoic sai sald a po Phil odd vat" tokeg Towel tat. 


Ye a scales Caren a anna aot nti | \ hoy ied ; Hy ing 
ebm deg waht vt Geen Lice emeRnoO. apa pian ne, Ae heiew | 0 a eh Role 
Raitt eats with oro ee Pore 2 ow Re ae | nthe 
1 Aaieai  20P Seer Lanes R Whit eae fo at one Mad: ER LoS 
bo eahitgiacey BE: meee SBOP ep heme orienta nateD Me : hones 


payee! homtat) ode ik Yluat wba: votaet 2 he Dene oer. ix 
| RAs RAE UE nel UNO Ae: ed" ars Dies ee. mt ae Gb peak | ) 
BRO L ade oy ne swtert tf, bay gab red pedo ez! 8 Bet shore 3 Bie 
hel frye art Chey phbimay rh i eschen bit | Belov set Lol: weontbeni ve 
t Bae hes dich Rahal ote WORD ent Ag ire donee hie ceik 
dct ands see rover, Aaao tne ingot Odd gt yfAs ton anbiacn. aeae 
| ‘by ne ‘tee ee ta OS eat s sandibecuanni Bae ites tho bat 


me eae aot eas a: om, sedi 

eniitl gunranipsio? LB Sigantann eRes | e. seg Mu 

wien doe Rea somos ast ket ates te ee | 

yd ‘estaba Meco a9 Segre tene! stor 6 

(PLiget Ah-Abweannen erty oho Hat ote bo ot 

0 gine 5. ct nese ner Saag: er Rega ced e 

ast Leiner Aiea: ek? . sont mne bhi yo | ca eae 
ismptan of A itaiter oh nem ey a 


seit 
rast ory 

eae 
if 


fe Na v 
ee " 


- 118 - 


TABLE XXV 


INDICES OF NATIONAL INCOME ORIGINATING IN CONSTRUCTION 
AND NATIONAL INCOME IN CANADA AND THE UNITED staTms, (1) 


1929 ~ 1938 


Index of "Index of Index of In- Index of In- 


Netional In= |. National In- come Origin- come Origin- 
come Canada come United ating in ating in 
States Construction > Construction 
_| Canada United States 
(3). (4) (5) 
100 100 
84 85 
60 34 
42, a? 
O4 “7 
33 20 
3 ZO 
43 ; 38 
56 44 
57 4} 


{1) Base of Index: 1929 = 100 


(2) National Incone, revised figures for 1929-1938 supplied by the 
Dominion Bureau of Statistics as per September 1942, 


(3) Simon Kuznets, assisted by Lillian Epstein and Mlizabeth Jenks: 
"National Income and Its Cempesition, 1919-1938", New York, 1941, 
Vel, & De whe, 


(4) Data for "Natienal Income Originating in Construction" taken 
from "Operating Accounts of the Construction Industry, 1919-1939" 
(preliminary sheet) supplied by the Business Statisties Branch ef 
the Dominion Bureau ef Statistics as por September, 1942, 


(5) Simon Kuznets, assisted by Lillian Epstein and Elizabeth Jenks: 
"National Incone and Its Composition, 1919-1938", New York, 1941, 
Vol. II, pe 642, 
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FIGURE XIX 


INDEX NUMBERS OF INCOME ORIGINATING IN 
CONS TRUCTIGN AND NATIONAL INCOME 
CANADA AND THE UNITED STATES, 19251936. 


Index 
Pal _——_.-— National Income, Canada. | 
rw hn - National Income, United States. 
~*-t=*= Income originating in 
construetion, Canada, 
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Index numbers indicating the annual percentage changes 
in tetal national inceme and income originating in con- 
struction, Canada and United States. Base of Index: 


1929 = 100. 
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SECTION VIII 


THE SRCONDARY EFFECTS OF CONSTRUCTION, 


In the previous sections 4 quantitative analysis has been givon of 
the employment ereated by expenditure in the construction industries and in 
the construction material supplying and transporting industries described as 
direet and indirect employment respectively. The ageregate of the employment 


thus ereated has been called primary. 


It is obvious that primary employment does not represent the total 
of employment created by construction expenditure. There are other effects of 
construction expenditure which we may call sscondary effects. ‘hen 4 now house, 
pridge or road is built, additional oxpenditurs will have to be made in the 
future for the purpose of maintaining these structures. For the purpose of com- 
pletion of the houses built, there will also be required 8 number of appliences 
(furnaces, refrigerators, cte.). These houses will have to be furnished and a 
number of durable consumer goods industries will be affected (furniture, silver- 
wares, rugs, ete.). Another important consideration of the effect of construc~ 
tion expenditure will be the fact that an increase in primary employment will 
put at the disposal of the persons engaged increased revenues, which they will 
use to a large extent for the purpose of buying consumer goods. In consequence 
the consumer goods industries will expand and create new employment in their qwn 
sphere as well as in the producer goods industries which provides them with the 
material and equipment required. Current literature calls this additional em- 
ployment “secondary employment". 


Ye might thus summarize the secondary effects of construction vxpen= 
diture as faqllows: 


(1) Additicnal employment created by the necessity to maintain 
structures. This type of employment ig included under the heading "construction 
proper" in circle 1 cf Pigure a 


(2) Employment created in the appliance industries, which has been 
shown as circle 5 of Figure I. 


(3) Employment ereated in the consumer goods industries shown as 
circles 6 and 7 of Figure I. 


Bearing these qualifications in mind, let us now turn to a reviow ef 
a selected number of opiniqns on the importanse sf construction activity in 
Canada, Great Britain and the United States. Most of these comments place some 
emphasis on the secondary effects cf construction expenditure; but, en the whele, 
there is - oxsept by cennomists - Little distinction made between the effects 
of construction expenditure on the construction material supplying and trans 
porting industries and all other industries affected by construction expenditure. 


Dr. W. C. Clark, the Deputy Minister of Finance, 


onstruction is one of the greatest of our eapital or durable goods 
industries end it is the drastic fluctuations in this group of industries that 
largely account for the wide differences in general economic activity as between 
good and bad times. Purchases of consumer's goods maintain a fairly steady 
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volume, but the durable goods industries expend to extreordimry- proportions 
during the boom period end lepse into compsrative stagnetion during the de- 
pression phtses of the business cycle, Perhsps in no industry is the renge 

of fluctuction cpt to be so wide cs in construction, olthough residentiél 
construction is usually more steble then other brenches of the industry, The 
bed effects of this extreme veriobility on the generel welfcre con scercely 

be exeggersted, The recson will be obvious if we exeuine the mc gnitude of the 
industry itself end of the long series of industries which produce its rew ond 
processed motericls -- lumber, iron end steel, cement, line, brick, stone, 
gless, heating equipment, plumbing equipment, cnc o myricd of others; the very 
lerge number of skilled craftsmen end unskilled loborers to which it gives 
cuployment, both directly cnd indirectly; end the feet thet its effects on 
business octivity ond omployment remify so widely through every town end hemlet 
throughout the country, 


"As everyone knows, the construction industry has been the most 
leggerd of our major industries in r«covering from the great depression, During 
the pre-deyression period of eleven years, from 1921 to 1931, the cverege annucl 
velue of cll construction contreets owcrded in Ceneda wos Slightly greeter then 
$570 ,000,000 cnd the annucl totels renged from 2 low of 240,000,000 in 1921 to 
ae high of $580,000,000 in 1929. During the worst yeer of the depression -- 

1935 -- the totecl droped to less then $100,000,000, e¢ decline of 73 percent 
from the l0syear cveroge, Even for the yeer 1956 contrects awerded aggregated 
only $163,000,000, cnd the ennusl everces for the period 1932-36 wos only 
$135,800,000, despite e very lerge cmount of government ecnstruction, For the 
10-year period 1921-51, the cverege ennusl volume of contrects owerded for 
resicenticl purposes cmounted to 104,000,000, the totel verying from © low.of 
$76,700,000 in 1921, to co high of 159,200,000 in 1928. In contrest with 
these figures we hove cn snnuel cvercge of $52,500,000 for the lest 5 yeers, a’ 
low of $25,900,000 during 1952, cné@ © recovery to only 742,900,000 during 1936, 


"It is little wonder thet with building et so low < level, general 
business cctivity hcs been so Cepresscd cnd unemployment hes attoined such’ 
yroportions, Various inadequete surveys mede in recent yeers heve sll indicated 
thet ec very lerge proportion of the totel volumes of unemployment wes to be found 
in the construction tredes enfin the industries dependent upon them." Dr. Clork 
then continues to exeninse c “badklog" of residenticl construction which cane 
into existence during the depression of the early thirties end concludes: 

Neeoo Even this thecreticcl celculsticn is sufficient to sive some idea of the 
mnognitude of the merket to be exploited by cn efficiently runctioning construct- 
ion incustry end of the veneficisl results to our economy which woulé result 
therefrom in increased employment ond decreased relief expenditures, in expcnd- 
ing business cctivity, in c rising volume of traffic for our roilroads, in ; 
improved governmental fincnees, in ¢ lessened burden of real estate texetion, in 
cecrecsing sociel discontent, snd in @ genersl stinuletion ef our whole economic 
life, It wes for this reason thet Perliament hes endenvoured through the 
Dominion Housing Act, 1955, ond the Homes Improvement Loons aa Act, 1937, 
to provide en effective stimulus to the house-building industry." 1) 


In considering Dr. Clerk's scnalysis we heve to bear in mind the 
quclificetions mede in Section I with reference to the usefulness of "contrects 
awerded" figures cs cn indicctor for chenges in the yearly volume of construct~ 
ion, We observe from Dr. Clerk's statement thet he lsys greet emphesis on the 
wossible stimulcting effects of construction expenditure for the Canadian 
economy provided 2n expension cf construction ectivity is vroperly plenned cnd 
timed. Dr. Clerk was onc of the first goverrmerteal cuthorities vointing to | 
the importence cnd the responsibility of en “efficiently functioning 
construction industry", 


ee ee 


(1) W. C. Clerk: "Housing", Dalhousie University Bulletins on Public Affeirs, 
No. VI, Halifax, 19358. 
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Conference of all National Organizations Interested 
in the Construction Industry, Toronto, 1933, 


In February 1933 a conference of a number of organizations interested 
in construction took place. The following national bodies were represented: 


The Royal Architectural Institute of Canada, Engineering Institute 
of Canada, Canadian Construction Association, Canadian Manufacturers Associa- 
tion, Canadian Chamber of Commerce, Canadian Lumbermen's Association, Brick 
Manufacturers Association, Canadian Council of International Society of Master 
Painters and Decorators, Canadian Founders and Metal Trades Association, 
Canadian Hardwood Bureau, Canadian Automatic Sprinkler Association, Contracte . 
ing Plasterers Associstion of Canada, Electric Service League, Structural 
Cley Tile Association, Canadian Paint O11 and Vernish Association, Cenadian 
Institute of Steel Construction, Trades and Labour Congress of Canada, and the 
Canadian Ceramic Society. 


This conference presented a brief to the Prime Minister, the Right 
Honourable R.5, Bennett, on the necossity of stimulating construction activity 
in Canada, After describing the scope ane the structure of the construction 
industry the following statement 4s made: "We have already pointed out the 
magnitude of the construction industry and its importance in the Dominion, ‘+) 
end we wish to augment the weight of this argument by calling attention to the 
well-known fact, that compared with ell other industries, a dollar spent in 
the construction industry is diffused into more channels of industry than any 
other type of dollar spent", 6 


The Foundation Company of Canada, Limited, 
Montreal and Toronto 


The Foundation Company of Canada, Limited, analyzed the effect of 
construction expenditure for a two and one-half million dollar project Le 
This company published the following statement with regard to the primary and 
secondary effects of construction expenditure; 


"What construction does to provide employment, revive business and 
stimulete returning prosperity is strikingly exemplified by the new addition 
to the rayon plant of Courtaulds (Canada) Limited at Cornwall, Ontario, 


"Providing more than a million hours of labour directly on the 
building since last October and throughout the winter months, this undertak= 
ing has practically eliminated unemployment in the Cornwall vicinity. More 
than two million hours of labour have been provided indirectly throughout 
Canada in mines - quarries - forests - refineries - transportation systems - 
harbours and manufacturing plants. 


(1) tt is claimed in this brief that about 370,000 persons were employed in 
the construction industry and the construction material supplying and trans~ 
porting industries in 1929, In the light of the statistics compiled and 
ostimates made in Section V it appears that the assumed figure of 370,000 

is an understatement, if the total of direct and indirect employment is con- 
sidered, 


(2) nconference of all national. organizations interveted in the construction 
industry", Toronto, February 1933: RBricf to the Honourable R.B. Bennett, 
Prime Minister of Canada; pp. 2 and o, 


5 
\ lmnis breskdown is discussed more fully in Section V. 
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From British Columbia to Nova Seotii, Canadians profited fron this construction 
WOrK « 


"Construction can and does aid every part of the community", (1) 


Nesbitt, Thomson and Company, Limited 
In the publication "The Construction Industry in Canada" prepared by 
the Statistical Department of Nesbitt, Thomson & Company, Limited, the following 
reference is made with regard to the stimulating effects of constructien activity 
in Canada: 


"In addition to the benefit derived from the direct employment in the 
construction industry when operating under normal conditions, practieally every 
part of our industrial world is stimulated by the demand for lumber, cement, 
steel, asbestos, brick, hardware, paint and a speat many other building materials. 
This stimulating effeet also extends to the manufacture of electrical equipment, 
furnaces, refrigerators, furniture, etc, and sven the railroads are affeoted 
tprough the larger volume of freight movenent. No other development can bring 
such widespread benefits to every phase of the country's economic life as can a 
return to normal conditions in the construction industry ."(2) 


W. D. Black, President of the 


Otis-Fensom Elevator Co. Ltd. 

Mir, Black emphasizes that the "welfare" of the construction industry 
was of great importance not only to the eonstruction industry and the firms 
supplying construction materials but also ‘to the farmer as a market for his 
products and to the provider of services as a source of income", He also peinted 
out that "the following important durable goods industries are materially affect- 
ed by conditions in the construction industry: lumber, iron and steel, elay, 
glass and stone products, mining, machinery, electric apparatus, furniture, 
rolling stock and agricultural implements", 3 


Mr, Black finds that practically every part of economis activity in 
this country is in one way or another affected by the construction expenditure, 
me, Black expresses the belief that a "solution of the National unemployment 
problem would be largely entailed in the resumption of a proper level of activity 
by the construction industry”. This last statement by Mr. Black expresses rather 
great optimism as to the possibility of pulling out ef a depression mainly by 
increasing construction expenditure. It has already been emphasized that con- 
struction is only one of a number of industries which ean absorb readily savings 
and ercate new opportunities for emplpyment. There is no justification for the 
belief that a depression ean be eured mainly by increased constructign expen~ 


aiture, On the contrary the eoneentrated effort of all Canadian enterprise is 
required to bring about a recovery once 4 foundatinn is leid by assuring a Tre~ 
turn of confidence in business opportunities, There is, however, hardly any 
Goubt that increased construction expenditure is 4 very good ehannel through 


which new blgod can be instilled into a weakened economic body. 


oe 


mee 


(1) Statement of the Foundation Company of Canada, Limited in "The Finanoial 
Post, Toronto, May 12th, 1934. : 


(2) Nesbitt, Themson & Company, Limited: "The Construction Industry in Canada", 
Montreal 1937, p. 1. 


(5) We. D. Black: "Construction, the Joint in the Armour ef Depression", 1954, 
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The Northern Electric Company, Limited - Montreal 


A publication entitled "Public Works Which Are Justified in the 
Present Crisis" has been edited by the Northern Electria Company, Limited of 
Montreal fcr the purpose of emphasizing the usefulness of construction of con-= 
duits. This publication is based on "Wise Spending and Wise Saving" an article 
by the late Sir Josiah Stamp, who was one of the leading British economists, (2) 
Sir Josiah advocated increased Spending by individuals and by the public author-~ 
ities as an essential step towards minimizing unemployment during the depressien 
or the early thirties, A very suitable outlet for increased expenditure would 
be construction, The result of increased spending would, according to Sir 
Josiah, bring a revival of confidence, enabling new enterprises to pick up the 
accumulated savings, By using these, additional employment would be created. 


Basing its analysis on the above article the Northern Eleetric 
Company, Limited proceeds to establish the followinz "yardstick" for public 
works expenditure: 


(a) Does it provide a maximum use of labor, with as wide 
a diversification as possible in the classes of labour 
used when compared with other classes of publie works? 


(b) Will it be of benefit to a reasonable percentage of 
the somnunity in which it is placed, or in other words, 
will it be a useful public utility? 


(c) Is it a new and untried project, or is it an extension 
cf an existing undertaking such as water main, sewer, 
underground conduit, paving, ete.? 


(ad) Will it be revenue producing, i.¢,, self-supporting, 
either wholly or in part? 


(e) Will it create or cause further amployment? 


9 


Thereafter the Narthern Electric Company, Limited preeceds to shew 
tiat the construction of conduits fulfills the requirements set out above. An 
analysis of direct and indirett labour provided by the censtruction of senduits 
is added. Reference is made to the secondary effects of the constructien ef 
conduits by emphasizing the maintenance work necessary and orders given to the 
appliance industries, ‘The Northern Electric Company, Limited finds that in ade 
cition to direct and jndirect employment, created by the construction ef cen~ 
euits, furthen employment is created which is probably greater than fer any 
other type of public wrks: 


"The completion of underground senduits an a street is follwwed by 
the installation ef savles, amp standards and other equipment, also by a eere 
tain ampgunt of ye-arranging of service wiring inside and outside of buildings 
in order tc’ change the overhead to underground service, In the partioular jeb 
analyzed ... there will be some 350 small wiring jobs required. Some further 
enna’ is afforded in the romoval and salvage of the pales and overhead 
wires," 


Semen einen AA eee in. eatin sas enembaastinih 


(1) Stir Jcsish Stemp: “Wise Spending and Wise Saving", "Hoarding Means 
Deflation and Uneuployrent - Ganenmpticon Shoula he Stimulated", Barron's 
Weekly, November 21st, 1932, p. 20, 


(2) The Northern Electric Company, Limited: "Public.Works Whie¢h Aro 
Justified In The Present Crisis", Montreal, February 1925, p. 7. 
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It is further emphasized in the above publisation that a great range 
of occupations is affected by this particular type of construction activity. 
Distinction is made between supervising work, skilled and unskilled work and 
the following definitions are offered: 


"Supervision and office covers the so-called ‘white eollar' wage 
earner and includes - engineers, draftsmen, office and time clerks, and super- 
intondents. In the skilled labour alass are included carpenters, masons, cement 
workers, foundry men, quarrymen, machine tenders, etc., whilst common labour, 
which is a large pereentage in underground conduit constructien, covars pick 
and shovel mon, drivers and a pereentage of semi-skilled type of workers," (1 


Although the pamphlet published by the Northern Electric Company, 
Limited deals only with one particular type of construction, it shows us the 
wide range of effects of construction expenditure for conduits. (2) 


A. C,. Jameson, the Editor of the Daily 
Commereial News and Building Record. 


Mr, Jameson lays great emphasis in his "Notes on Construction For 
the Creation of Employment", to which the writer was kindly given access, on 
the fact that "a large proportion of all construction creates ... furthors ope 
portunity for employment." He also points out that construction industry pro~ 
duces national assets by creating a great demand for qualified and skilled mon. 
Mr, Jameson states that "the Sonstruction Industry comprises in addition to 
skilled and unskilled field and shop labour, several thousand general and trado 
contractors all with appreciable investments in plant and equipment, together 
with the entire architectural profession and a large part of the engincoering 
profession. Like the arehitect or the engineer, the building trades meshani¢ 
spends a number of years - usually at least four - as an appreatioe, asqacane 
a knowledge of his craft. This skill represents an important asset," (9 


The last statement by Mr. Jameson that it is also important ta 9on- 
sider the reserve of skilled and trained men created by the employment in the 
oonstruction industry, brings out an interesting point. It is evident that the 
knowledge and skill which men engaged in the construetion industry acquire, is 
a definite asset for the sountry. A greater degree of skill and knewledge is 
required from persons engaged in building and canstruction than from persons 
employed in the other producer goods industries, Since it takes a number of 
years to aoquire the knowledge and skill required for qualified persons desiring 
ta engage in building and construction, the reserve of qualified and skilled mon 
in this industry, available in the post-war period, may become an important 
factor in determining the scope of a construction programme, 


The New York Trust Company 


The role of construction industry as one of the most important eapital 
goods producing industries and the wide range of effect of construsetion expon= 
diture is emphasized with reference to conditions in the United States in an 
artiele entitled "The Construction Industry, Its Depression Record and Present 
Status"; : 


(1) Ibid. pp. 6-7. 


(2) The figures for direct and indirect labour published in the pamphlet are 
out-dated, Arrangements are boing made to obtajn 4 more up-to-date breakdewn 
of conduits! construction costs. 


(3) A. C. Jameson: "Notes on Construction For the Crestipn of Employment", 
Toronte, September, 1942. 
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"In national progruss toward recovery, tho important rolo playod 
by industricse producins capital goods has long been recognized in informod 
quarters ... One of the most important outluts for capital goods is tho build 
ing construction industry. In 1930, it took approximately 17.8 percent of the 
finished stcel manufactured in this country, which was a greater quantity than 
any other industry, and an estimated 55 percent of the manufactured lunber. 
In addition, building construction consumes vast quantitics of coment, stane 
products, brick and clay, copper, lead, zinc, paint, glass and innunorable 
other products. The ramifications of any marked contraction in building are 
consequently widespread, and rai bh cakes inactivity in new construction affects 
seores of other industrics.” 


This article coneludes that it is because of these considerations 
that a depression in construction must cause primary concern to all those oon- 
cerned with the cconomic welfare of a country. 


The Guaranty Trust Company of New York 


The importance which construction activity can achieve for a country 
is described in an article which brings out the different trend of building 
and construction in Great Britain and in the United States during the depression 
of the early thirties, ‘The Guaranty Trust Company of New York describes the 
conditions of construction industry in an article entitled "Building and Business 
Recovery in Great Britain and the United States" in the following way: 


"In a comparison ot the revival of general business in Great Britain 
and the United States in recent years, no point of difference stands out more 
conspicuously than the much greater influence that the building industry has 
had on British recovery. It is interesting to observe the building boom in 
Great Britain with ea view to ascertaining the mannor in which a similar build~ 
ing revival might stimulate business recovery in this country. The importance 
of the building industry in this country is illustrated by the fact that during 
1950 it directly employed two and a half millien individuals, while it is 
estimated that three and a half million more were indirectly dependent on cone 
struction for a livelihood. ...'! 


"The London Economist has stated that the building boem accounted 
for nearly one-fourth of the totel rise in employment betweon 1932 and 1935, 
The British Minister of Health, Sir Kingsley Wood, recently announced that — 
Since the end of the war three million homos have been built in the country. 
It is significant that only about 15 percent of these homes were erected with 
government assistance, and the Minister holds that this privately financed 
building boom has been the greatest single forec working taward reecevery in 
England during the last few years. ,.o" 


"There is much to substantiate the view that the leading sontri bution 
to British recovery has been the unprecedented spurt in residential construetion 
activity. Business revivals in our own country have usually been either pre- 
ceded or accompanied by an upturn in building, and once the upward movemont 
commenced it has usually proceeded at a rapid rate, As the downward course af 
business approaches its low point and the momentum.of the decline ccases, some 
one economic force usually turns upward, giving to industries directly and jn- 
directly related the stimulation that is needed far them to participate 13 the 
process of revival, Construction has frequently previded this impetus." 


ec ere ne 


(1) The New York Trust Company: "The Index", June 1934, Volume XIV, No. 6, p.1l6, 


(2) Guarenty Trust Compeny of New Vouk: "Building and Business Reaevery in Great 
Britain and in the United States", published in "The Guaranty Survey", New York, 
September 28th, 1936, Volumo XVI, No. 6, pp. 12, 
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The Guarenty Trust Company comes to the conelusion from its con- 
parison of conditions in Great Britain and the United States that the "cone 
struction industry in the United States has not played an importent part in 
bringing about recovery" from the depression in the early thirties, According 
to the opinion expressed in the above article construction industry "could and 
should exert great influcnce" in a business revival. "A full measure of pros- 
perity cannot be achieved as long as such an important branch of industry 
lags." . 


The United States Department of Labour 


The United States Departiient of Labour summarizes the importance of 
secondary employment created by public works expenditure in its analysis of 
"P,W.A. and Industry, A Four Year Study of Regenerative Empleyment", as follews: 


"The creation of pay rolls because of this direct employment (2) had 
obvieus secondary benefits. Workers previously without jebs can devote pay 
checks to the purchase of necuessitics hitherto denied their families. New 
clothing is purchased, furniture and houschold equipment bought, medical care 
previously postponed is obtained. Families can enjoy a more ample board, Buy~ 
ing power is put into action, 


"This has a dirccet effect on merchants who sell to the reemployed 
workers. If their business improves measurably, they are onabled to put on 
additional help. As thoir shelves are cleared of old stocks, new goods must 
be supplicd. Here consumers' goods industries enter the picture. With renewed 
orders, they may have to augment their employment, held down during lean years, 
An enlarged demand for raw materials is felt, 


"It is obviously impossible to calculato the entire effects of the 
stimulus given by cmployment created on a project. However, secondary benefits 
do exist, and they add their force toward general economic stimulation," 


This statement as to the effects of secondary employment is explained 
somewhat more in detail in the following summary. 


Netional Resources Planning Board - Washington 


"The Economic Effects of the Federal Publie Works Exponditures, 1933-° 
1938", a report prepared by J. K. Galbraith and others for the Public Works 


(i toad, Yop sey 


(2) This study of the Department of Labour is aoneerned with off-site and on« 
site employment created by public works ecarrisd out by the Public Werks Admin~ 
istration during 1935 to 1937. The term "direct employment" is used in this 
connection to include employment created by carrying out public works on the 
spot and employment creatcd in the material supplying and transporting indus- 
tries. The use of the term "direct employment" for the purpose ef indicating 
the aggregate of on-site and off-site employment is an example ef the diverse 
use of this term, It appears that a more uniform use of the terms "direct" 
end “indirect” cmployment, "“off-sito" and"on-site"” cmpleyment, “primary" and 
"secondary" employment, would be highly desirable. ; 


(3) United States Department of Labour: "P.W.A. and Industry, A Four Year 
Study of Regenerative Employment", ‘Washington, 1938, p. 12. 
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Committec, National Rosourcvus Planning Board, analyzcs to quite somo cxtent 
the problem of the secondary effects of public works. The principles applying 
to the secondary effccts of public works are not restricted to this section of 
construction only but are valid also for the aggrogate of all construction be 
it private or public. 


Galbraith explains in his study that it is of great importanco to 
consider in addition to "the semount of employment provided on tho sits of the 
project and in supplying it with matcrials, and with the amount of business 
ereated on the construction job and in the construction supply industrics", 
the secondary or "unidentifiable cffcets" of construction expenditure. Workers 
employed on construction projects have incomes to spend which they would not 
otherwise have, or their incomes are at least incrcased over what they would 
otherwise be. The same is truc of workers who are employed in tho supply and 
transportation of construction materials, Contractors and concerns furnishing 
materials have added revenues at their disposal. Galbraith summearizes thus the 
secondary cffects of construction expenditure: 1 


"The further effoet on employment of the spending and respending of 
these inconcs is generally rvucognized, although there has been much controversy 
over its cxtent and the promptness with which it makes itself felt. Somo have 
éismissed this sccondary effect as diffused over tine or largely hypothetical; 
others have added togethcr slowly diminishing series of respendings at weekly 
or mnoathly intervals and have coneluded that a phenomenally large onployment 
must result from phcononcnally small additions to the stream of income. 


Unfortunately, noe of the actual studica of the problem provides a 
wholly satisfactory answer,.....there is, as a matter of fect, some doubt whether 
a figure for sccondary cuployment and income ean be arrived et in view of the 
numerous factors acting to change its valuc from one period of time to the next. 
An approach to the problem, in any case, will require detailed field studies which 
trace the enhanced course of spending in actual cases through and across retail 
and wholesale enterprise and to the production of goods with determination at 
each stage of its effect on employment. This would be a lengthy and costly task, 
and it might also be an inconclusive one. 


"In the light of the discussion of the problem in recent years and the 
experiences during the same period there are, however, some significant gonerali-+ 
zations to be made on the problem. It is clear, to begin, that the seeondary 
effeets of increased enployment must not be exaggerated. It is easy to conjure 
up piotures of the workers employing the baker, the baker the barbor, the barber 
the butehcr, and sa forth, but these pieturcs inveriably ignore some extremely 
important veriables, Restricting attention for the time being to the effect 
ef increased employment on furthcr employment, there are sone important leakages 
and lags to be considered. Under conditions of general unemploymont, the worker 
who finds enployment on a (construction) projeet does, in most cases, have an 
increased income to oxpend, The amount of his pay check will not always be a 
net addition to his expenditures, however, for ho was managing to live in some 
fashion before. If he wore drawing on reserves (or) going into debt,....,these 
amounts must be deducted from his new wages to got at the net increase in his 
spending, and there must be partial deductions if he were Living on charity or 
drawing on friends and relatives. If, with employment, he undertakes to retire 
debt of aceumulate some resorvc, there must be ea further adjustment, This 
latter effect may be discounted somewhat, for if unomployment has continued for 
some time the pressure of shoor subsistace necds, including such items as de~ 
pleted clothing inventories, will be great. There will be a tendency hore, how 
strong one cannot tell, for full cxpenditure of all the incresascd income that 
can be reloased, 


(1) A fow words have been inserted in the text in ordor to make the text more 
clear to the readcr, The words inserted are in brackets. 
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"The situation in the areas where tho workcr spends his income is 
important, end the picture here is somowhat cloaror, If it is a timo of goneral 
uncaployment, we arc certain to have cxcess capacity, not only of the plant 
for produsing and distributing goeds or sorvices, but in some dcgroe of employed 
personnel as well. The obvious case here is when the net increase in the work-= 
er's spending comes to the retail store. This industry, during depression, 
does not readjust its personnel downward to accord closely with shrinking busi- 
ness and inercasing business docs not noecssarily involve any corresponding 
expansion of employment. No doubt a similar situation holds for the wholesale 
distributive trades and perhaps also for transportation. The incidence of the 
increased expenditure of the worker in the second instanee is on increased in- 
come for the distributive trades and perhaps also for transportation, The 
incidunec of the incrcased expenditure of the worker in the second instance is 
on increased ineome fer the distributors, where debt retirement and the low 
spending rate of profits may neutralize its further effect, and only then upon 
jnereascd demand for goods. At certain times inventory changes, and for some 
glasses of goods, price changes, may dclay or neutralize the transfer of in- 
creased goods demand into increased employment demand. All of these effects 
are possible, in fact probable, under conditions of general unemployment. 


"This discussion is concerned with an inerease in (sonstruction) 
expenditure and anployment duringa period of general unemployment, It is ap- 
parent that the immediate effeet on employment of the respending of inorcased 
incomesean be relatively small. However, if the reemployment be continued 
over a period of time, the situation will change somewhat. Accumulated debts 
of the worker will be repaid, some minimum cash reserve may perhaps be built 
up, and at some stage inventories will be reduced to normal or below, and ine 
ventory replacement will begin, The longer effect of reemployment itself is 
to elear away some of the obstacles to secondary employment, which, it is te 
be noted, must always be cleared away by some means before employment can be 
expanded. Over the longer period the effect of inereascd public werks employ- 
ment on total employment will certainly be different, and probably greater, 
than the immediate effect, Undor any circumstances it is certain that a con- 
sidorable aaount of play must be expected between the provision of the primary 
aaployment and the realization of the secondary employment. 


"The second observatien, which follews partly from the above, is 
that both the initial end eventual volume of secondary employment will vary 
eonsidcrably under different conditions, in particular with the stage of the 
‘eyele.. The factors making for this variation seem to have been far too heavily 
discounted by those who have sought for the value of the employment er invest- 
ment multiplier, As just noted, if unemployment is high and has persisted fer 
sone little time, if inventories are high and there is general excess eapacity 
in the distributive fields, there need initially be little or no secondary 
employment. The worker uses some of his increased income to eatech up on his 
back rent or to stay the importunities of a loan shark, and the rest moves 
som: of the excess stocks of netailers, who in turn pay off some debt. While 
conditions are impreved for the future, there is no secondary oemploymont or 
(in broad definition) investment as the immediate result of the primary ex- 
penditure, If, on the other hand, the worker is free of debt and his pasition 
generally secure, and if inventories are promptly replaced and retail trade is 
mederately active, conditions will be different. The enhanced income will be 
promptly spent in the gopds markets; the replacing of inventories will be ree 
flected in increased industrial employment; and in¢reased employment in trans- 
portation and distributive trades is a passibility. In a still more favorable 


(1) The situetion is obvious for "one-man" retailing enterprises, Undoubtedly 
it holds widely over the field of retailing. 
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situation, the replacement of inventories which are being depleted at a more 
rapid rate than before will have a multiplying effect on emplayment in con- 
sumers' goods industries, with a further multiplying effect on capital geeds 
industries if this causes increased investment by produeers of eqnsumer's 
goods. 1) wnder such circumstances the neutralizing effeot of price increases 
and profit expansion will be greater than when activity is at a lower level, 
but secondary employment from the respending of the enhanced income (or 
directly induced by it) will be far in excess of the primary employment, 


"To conclude, the volume of secondary employment associated with any 
given volume of primary employment is a variable with two dimensions ef change, 
The initial effects of an increase in emplayment will be different from (and 
probably less than) the effects of enhanced employment over a period of years. 
In either case, the volume of secondary employment will vary with the volume 
ef unemployment, the atmosphere of security or insecurity, and the volume of 
excess capacity in the economy. In other words it will alter with the long-run 
employment situation and with the stage of the business cycle, This variation 
suggests the illusory character ef any effort to reduce the problem of secondary 
employment to strict quantitative terms." 


Galbraith's presentaticn of the secondary employment problem has to be 
supplemented anly in a few points, The secondary effects of a given volume of 
expenditures upon consumption are in the ourrent econgmic literature usually 
discussed under the term "Multiplier Principle". The Multiplier Principle is 
concerned exclusively with the effect of an initial expenditure on consumptien 
and is, as Mr. Alvin H, Hansen puts it, "peculiarly concerned with the effect 
of such expenditures upan the receipt of wages, salaries, and dividends", In 
the following, a eorment by Mr, Hansen on the secondary employment problem is 
given. 


Alvin H, Hansen 


Mr. Hansen discusses in his book "Fiscal Policy and Business Cycles" 
the secgndary employment greated by the expenditure of $1, 000,000,000, With 
reference to the Multiplier Principle and in explaining the effect of the 
initial expenditure on consumption and the creation of secondary employment, 
he makes the follnwing statements: 


"The onlarged income of individuals flowing from the governmental 
expenditure and public works--the increased income in wages, salaries, and 
dividends--is not all used for consumption expenditures. The part that is not 
expended on consumption goods is saved, Such savings may be used either to pay 
off debt, held in idle balances, or used for financial investment in mortgages, 
securities, life insurance policies, and the like. It may, of caurse, be true 
that in certain cases the individual will directly expend his savings on real 
investment in a house, farm equipment, or other investment goods, In this latter 
case ... such an individual is performing a dual function. On the one side, 
he is saving a part of the income and, on the other side, he is simultaneously 


—_ 


(1) The operation, in other words, of what has been called the "relation" ef 
technical eaongmic analvsis. I 


(2) J, K. Galbraith, assisted by G. G. Johnson, Jr.: "The Econamie Effeets 
ef the Federal Public Works Expenditures, 1933-1938", a report prepared for 
the Public Works Committee, National Resources Planning Board, Washington, 
1940, pp. 116-117. 
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making a purchase of real investment zooas," (2) 


Summarizing, Mr. Hansen finds that "the initial billion dollars of 
private investment or government outlays on public works does not all eventu- 
ate in consumption expenditures, A vart is drained off direetly by the entre- 
preneurial units engaged in the productive process in debt payments and in idle 
balances, and a part of that paid out to wage earners, salaried employees, and 
dividend recipients is saved. Thus leakages, whether in the form of debt cane 
cellation, the hoarding of idle balances, or financial investment, occur down 
the entire line of business units and individuals engaged in the private in- 
yestment or public works project. The magnitude of these leakages determines, 
in the final analysis, what the secondary effects of the initial expenditures 
will be upon the volume of consumption expenditures." Mr, Hansen then con= 
tinues: 


"The ultimate ei'teets of the initial billion-dollar investment or 
public works expenditures upon consumption, of course, do not stop at the stage 
we have reached in our analysis. The individuals participating in the private 
investment er public works project decide to spend a portion of the new income 
they have received in consumption purchases, Thus, we have reached the first 
stage in tracing out the secondary consequences of investment or public works 
expenditure upon consumption. The expenditures made on consumption goods now 
get in metion a now productive process necessary to supply these consumption 
goods. The funds thus expended again seep down through an entire productive 
process. Again, a part is not paid to wage and salary earners or dividend re~ 
cipients, but is sidetracked in the form of debt cancellation and idle balances; 
and, again, a part of the income received by wage and salary earners and dividend 
recipients is shunted off into savings and utilized for repayment of debt, held 
in idle balances, or used for finencial investment. 


"This process continues indefinitely inta the future ... each eon- 
sumption expenditure being smaller than the preceeding volume of purchases by 
the amount of leakages involved, 


"What these leakages actually are in any given gituation can, of 
course, be determined only by statistical investigation, thengh certain a 
priari judgments may be made with respect to their probable quantitative im~ 
portance. Keynes has assumed that in England the leakages in a period of rela= 
tive depression probably amount to 50 percent, so that each successive expenditure 
is 50 percent lower than the preceding one, J. M. Clark has argued that under 
American conditions the leakages are probably SSL/3 percent, so that each suc- 
cessive expenditure is two thirds of the preceding one, This was also the rough 
guess of Keynes with respect “G American conditions." 

Although the above estimates by J. M. Keynes and J. M,. Clark on the 
size qf "leakages in a period of relative depression" are rough guesses gnily, 
they might suffice to make us realize the limitation of secondary employment 
created by an initial construction expenditure, Bearing these estimates in 
mind we will avoid committing the mistake of contributing a ‘phenominally large 
ey resulting "from phenominally small additions to the stream of ins 
come", . 


(1) Alvin H. Hansen: “Fiscal Policy and Business Cycles", New York, 1941, 
pps 266-267, \ 


(2) Ibid., pp. 267-268. 


(3) J, K. Galbraith, assisted by G. G. Johnson, Jr.: "Te Heangmie Effects 
of the Federal Public Works Expenditures, 1933-1938", a report prepared for 
the Public Works Committee, National Resourges Planning Board, Washington, 
1940, p. 116. 
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In this connection it might be of interest to present an estimate on 
the size of secondery employment created by a certain initial public expenditure. 
Sucn estimates, whieh raised a great controversy, were made by Mr. Keynes in 
LOS a6 


John Maynard ieynes 


In his book "The Means to Prosperity", Keynes cndoavours ta make a 
quantitative analysis of the effects of an initial public works oxpenditure en 
secondary employment in the following way: 


“The reluetanee to support schomes vf capitel developmunt at home as 
a means to restore prosperity is gonerally based on two grounds -- the meagre- 
ness of the employment created by the expenditure of 4 given sum, and the strain 
on national and local budgets of the subsidies which such schemes usually re- 
quire. These are quantitative questions not easily answered with precision, 
But I will endeavour to give reasons for the belief that the answers to both of 
thom are much more favourable than is commonly supposed. 


"It is often said that it costs £500 capital expenditure on public 
works to give one man employment for a year. This is based on the amount of 
labour directly employed on the spot, But it is easy to see that the materials 
used and the transport required also give cmploynent. If we allow for this, as 
we should, the capital expenditure per tian~-year of additional employment is 

sually estimated, in the case of builcing for example, at £200. 


"But if the new expenditure is additional and not merely in sub- 
stitution for other expenditure, the increase of employment does not stop there. 
The additional wages and other incomes paid out are spent on additienal pur- 
chases, which in turn lead to further employment. If the resources of the 
country were already fully empleyed, these additional purchases would be mainly 
reflected in higher prices and increased imports. But in present circumstances 
this would be true of only a small propartion of the additional consumption, 
sinee the greater part of it could be provided without much change of price by 
nome resources wnich are at present uncmplsyed. Moreover, in so far as the in- 
creased demand fer food, resulting from the inereased purchasing power of the working 
classes, served either tq raise the prices or to incrocse the sales of the out- 
put of primary producers at home and abroad, we should to-day positively welcone 
it. It would be much better to raise the price of farm products by increasing 
the demand for than then by artificielly restricting their supply. 


"Nor have we yet reashed the end. The newly employed who supply the 
{nereased purchases of those employed on the new capital works will, in their 
turn, spend more, thus adding to the employment of others; and so on. Some 
enthusiasts, perceiving the fact of these repercussions, have greatly exaggerated 
the total result, and have even supposed that the ameunt of new employment thus 
created is only limited by the necessary intervals between the receipt of em 
penditure of income, in other words by the velocity of circulation of mency. 
Unfortunately it is not quite as good as that. for at cach stage there is, se 
to speak, a eertain proportion of leakage. At each stage a certain propartien 
of the inereased income is not passed on in increased exiployment. Some part 
will be saved by tho recipients; some part raises prices and so diminishes con~ 
sumption elsowhere, except in so far as producers spend their increased profits; 
some part will be spent on imports; some part is merely a substitutign for ex= 
penditure previously made out of the dole or private eharity or personal savings; 
and some part may reach the Exehequer without relieving the taxpayer to an equal 
extent, Thus in order to sum the net effect on employment of the series of re- 
pereussions, it is necessary $8 make reasonable assumptions as to the proportion 
lost in each af these ways, "(2 


= a8 aes a 


. 
—_ 


(1) J. M. Keynes: "Tho leans to Prosperity", London, 1933, pp. Ill. 
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Mr. Keynes then continues to estimate the "omployment multiplior", 
a figure measuring "the ratio of the increment of total aaploynent which is 
assoclateod with a given increment of primary aaploymient in the investment in- 
dustries*, 1 In other words, the employment multiplicr enables us to doter- 
mine the agercgate of primary and secondary employment. He says: 


My own estinate, taking vory conservative figures in the light of 
prosent circumstanecs, makes the multiplicr to be at lcast 2 .... Sinee, how= 
ever, I am anxious not to overstate what will be a sufficiontly striking con- 
clusion anyhow, let us take it at 14, i.e. that two men cmployed by loan- 
expenditurs lead indirectly to the omployment, not of two further men, which 
represents my own belief, but of one further man. I do not think that anyone 
who goos throurh the detsiled calculation can bring it out at less than this; 
which means that additional loun-expenditure of £200 on materials, transport, 
and direct employment puts, not one man to work for a year, but -- taking 
account of the whole series of repereussions -- one and a half men," 2 


Mr, Keynes! own estimate that a certain amount of expenditure creating 
primary employment would cause a sccondary employment cither one-half its size 
or the same size (two men aaployed in primary industrios ercating employment 
for one or two men in secondary industries) indicates the wide range of possible 
secondery umployment created by an initial expenditure, It appears, however, 
that the range of sccondary employment is far greater than it might be coneluded 
from Lr, Koynes! statements. Thore are a number of forces at work which dotore 
mine the relationship of primry and secondary enploynont. The latter may ba, 
undor certain circumsteness, practically nil while under different conditions it 
may be morc than the employment creatud in primary industrivs, the aiployment 
multiplier being smaller than one or ereaster than two. 


Mr. Galbraith quite rightly points out that the volume of sucondary 
auployment will vary with the volume of unemployment, the atmosphere of svcur- 
ity or inscecurity and the volume of excoss capacity in the sconomy. Expericnce 
proves that a small increase of expenditure ervating some primary omployment 
will affect secondary anployriont very slightly, Assumed that an initial outlay 
of ,50,000,000 is made for coustruction or other purposes, the primary ciploy- 
ment thus crcated will cause a comparatively small scvondary omployment. Let 
us duscribe the volume of socondary employment thus cruated as x. if the 
initial expenditure is increased tonfold to $500,000,000 the volume of socondary 
employment will not be 10x but will probably be greater than 10x simply because 
the tenfold increased expenditure for constiuction or other purposes makes it- 
self much mors felt throughout the country and brings a number of factors con-. 
tributing to economic récovery into operation (c.g. return of an atmosphere of 
confidence in business), This does not happen if the initial eutlay is compar~- 
atively small, The effeet of privary cmploynent uvon secondary cmployment will 
depend to a great extent on what has been called "the timing factor", The timing 
factor related ta canstruction expenditure means that it is essential to intro- 
duoe a construction program at a time when the country is going to derive the 
greatest benefits from the execution of this program. It is clear that the 
construction program will affeet Canadats ceconomy differently depending on 
whether it is undertaken during the depression phase of a business cycle, at the 
turning point from depression to prosperity or during the period of recovery 
after the lowest point in e depressiqn has been passed, It is evident that in- 
ereased expenditure for construction and other purposes at the beginning of a 
depression might avoid coming to that low point which the business cycle would 
have reached had there been no increased expenditure for construction or other 


ee a en 


(1) J. M. Keynes: "The General Theory of Fuployitent, Interest and Money", 
London, 1936, p. 115, 


(2) J. M. Keynes: "The Means to Prosperity", London, 1933, pp, ll-12. 
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purposes. It appears, further, that the sane expendituro made at a lator tine 
when the Lowest point of the business cycle has been reached, will still ¢suse 

a certain ariount of secondary cnployrent but the offects of exponditure made at 
this time will not be the samc as those caused by expenditure at the beginning 
of the depression. Should, however, the expenditure take place after the lowest 
point in the business cyele has been reached, the secondary mploynent caused 
by it will again differ in volume from that caused by cxpenditure made at the 
lowest point of the business cycle. It is quite reasonable to assume that in 
this case the secondary effeets of oxpenditure for construction or other pur~ 
poscs will be considcrebly smaller than if the expenditursc had been made during 
the downswing of the business cycle, The public works authorities in the United 
States have come to similar conclusions basing their judgment on experiense with 
public works oxponditure from 19335 onwards. 


This short description of the different range of the volume of secondary 
employment caused by a given volume of primary employment shows us the importangs 
of tho timing factor. This is one of the main reasons why plans for post-war 
gonstruction projects and other projects contributing to the ceonomic welfare of 
the country have to be made well ahead of time so that they can be put into 
effeot when it appears to be to the best advantage of the country. 


It has been pointed out that the “atmosphere of security or insscour=- 
ity" affects greatly the volume of secondary employmont caused by a certain 
amount of primary employment due to an initial expenditure, This factor is 
sometimes described as the "psychological factor", It means that the phases of 
the business cycle are not only determined by economic forces but also by factors 
inherent in human nature. Keynes finds "that a large proportion of our positive 
activities depond on spont:neous optimism rather then on a mathematical expec= 
tation" due to the "instability..,of human nature, (1 What is happening during 
a period of depression is simply this, Business is reduced not only because of 
the woakened economic conditions of the country but also because of great pessimism 
in business opportunities which suddenly descends on those responsible for busi- 
ness enterpriscos. It is mainly for this reason that Keynes emphasizes that the 
economic prosperity of a country is “excessively depending on a EAT RTT and 
social. atmosphere which is congenial to the average business man", 


It has been omphasized throughout this study that construction industry 
ig neither the sole source of the prosperity of a country nor can increased ex~ 
penditure for construction purposes alone solve the unemploynent problem which 
a country might be facing, as some optimistic people are inclined to believe. 

It has been mentioned that construction industry deserves special consideration, 
however, as a means of assisting a weakened economy to pull out of a depression 
or to reduce the hardships which a depression might bring upon a country. The 
following two points may explain, to some extont, the nerits of the construction 
industry in addition to the fact that it creates durable assets: 


(a) Although, compared with the total labour potential of Canada, 
construction expenditure provides direct and indirect employ~ 
ment for a relatively small group, it nevertheless affects a 
great number of trades and a wide range of gainfully occupied 
persons in practigally overy part of tho country. 


(b) Construction is one of the most visible cconomic activities 
for the public eye, If a considerable increase of construc- 
tion activity takos place throughout the country, it brings 


(1) J. M. Keynes:. "The General Theory of Mmnloyuent, Tnterest and Money", 
London, 1936, Ds, POL. 
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clearly bcfor« the public the fact that we are travelling on 
a road towards a betterment of economic conditions, These 
visible effects of construction expenditure definitely assist 
in bringing back confidence in business which is so important 
for a well functioning cconomic organism, 


In conclusion it may be said that a properly organized construction 
industry can make an important contribution to the post war economy if plans 
for construction projects have been carefully chosen and well prepared ahead 
of time, It bears cmphasis that construction expenditures are of far greater 
potency if applied at a time when there are signs of an approaching depression 
rather than at the time when a depression has reached its lowest point. To 
use a simile, it is wise to buy an umbrella when lightning shows on the sky 
rather thun after we have been drenched by the downpour, Construction industry 
alone, however big it may grow, cannot solve the unemployment problem which 
Canada may have to face after the conclusion of the present war, It will ree 
quire the conseentrated cfforts of all Canadian enterprise to tackle the employ-~ 
ment problem, ‘Those believing that construction industry can perform miracles 
will probably be disappointed. If, however, the expectations set in the effects 
of a construction program are not sct too high they are likely to be realized 
and the construction industry will make an important contribution to "full ana- 
ployment" as desired for the post-war period. 
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SECTION IX 
SUMMARY 


The role which the construction industry played in the Canadian 
economy in the past ean be described in a number of ways, Some of the aspects 
indicating the importance of the industry can be dealt with quantitatively, 
others qualitatively. ‘The necessity for such a study has become especially 
acute in recent months, There exists considerable misunderstanding as to the 
definition, scope and structure of the Canadian construction industry. 


It has been pointed out in Section I that the importance of the 
Canadian construction industry for the Cauadian economy can gnly be measured 
in a rough way because a number of statistics and estimates are missing at the 
moment. It has been sought in this study to supplement the missing statistics 
by estimates, It is clear, however, that a substitution of these estimates by 
undertaking the studies suggested would be highly desirable, 


The importance which building and construction has for the Canadian 
economy can be summarized as fallows, 


It is essential first of all to agree on 9 definition of the scon~ 
struction industry. It has been suggested in Section II that a distinction be 
made between construction proper, which includes construction undertaken by 
general and trede eontractors, the Dominion Government, the Harteurs Board, the 
Provincial governments and the Municipalities, and the construction material 
supplying and transporting industries, also called the auxiliary industries. 
The agerevate of ecanstriuction praper and the auxiliary industries make up con- 
struetion in its sxtensive sense, 


It is important to bear this definition in mind tetause there exists 
@ great range of definitions of building and construction as deseribed mere in 
detail in Section II, 


it is further important to remember that the statistics compiled by 
the Daeminicn Bureau of Statistics do not include all construction done in 
Canada, ‘The Constructiqn Census deals only with trade construction undertaken 
by general contractors and sub-contractors (now construction and mainten 1ce) 
ané eonstruction undertaken directly by the public suthoritiss, No consideration 
is given to construction work undertaken by firms which engage in werk nat con- 
nected with the construction industry but which earry out construction work with 
their own emplovecs (for example, mines, logging industry), the railway cempanies, 
the telephone and telegraph companies, a number of working proprictors (6.8. a 
carpenter in a village) and persons doing part-time construction work on their 
own dwellings in rural or urban area&s, 


It has been estimated in Sectien IV that the Construction Census cevered 
for the year 1940 only approximately 55 percent of all construction work done in 
Canada, 


The employment created in canstruction proper and the constructien 
matorial supplying and transporting industries has been described as primary. 
This is, however, not the total employment created by a given volume cf construce 
tion expenditure, Additional employment is created in a number of other indus- 
tries, The effects of a given volume of primary employment are called "secondary 
effects", These effects are analyzed qualitatively in Section VIII. 
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When comparing the net and gross value of construction with net and 
gross national income it is importent to consider the different definitions 
and different methods used in computing the national income, It has been point- 
ed out thet the Daminion Bureau of Statistics, the Rescareh Statf of the Royal 
Commission on Dominion-Provineial Nelations and the Lenk of Nova Seotia have 
made separate estimates of national income in Canada, A graphic representation 
of these national income estimates brings out clearly the different results ob- 
teined by the use ot difforent iothods in the computation of the national income, 


It is pessible to determine the ratio of net national income origin- 
ating in construction to the netional income for the period 1935-1939, A come 
parison with the Dominion Bureau of Statistics’ catimate showed an average ratio 
for the fiveeyear period of 3,3 percent while a comparisan with the Roysl Com- 
mission's estimete showed an average ratio of 3,6 peraent, The net national 
income originating in construction refers to construction work undertaken by 
contractors and sub-contractors and the public authorities; it does not include 
the contribution of the construction matcrial suoplying and transporting indus- 
trics, 


A comparison of wages and salaries pala to persous employed in the 
ecoustruction industry and the construction material suoplying and transporting 
industries with the total wages and salaries paid to all persone employed in 
Canada shows an average ratio of 10.6 pereent for the prriod 1936-1940, 


Sone useful information may also bu obtuinud by examining the gross 
revenue as computed by the Dominion Bureau of Statistics. A conparison of 
gross revenue in construction with total gross revenue shows for the poriod 
1936-1940 an average of 1,84 percent. Gross revenue in construction reiers to 
construction work done by general and trade contractors only. Total gross 
revenue refers to the gross national income in its most oxtineive Form. 


The above comparisons, however, do not pay attention to construction 
work not reperted by the Construction Census, An estimate for 1940 (ses Section 
IV) shows that about $398,000,000 of construction work was not reported by the 
Construction Census as against $474,000,000 reported in the Construction Census, 
A comparison of gross value of censtruction, reported end not reported with the zroess 
national product as computed by the Research Staif of the Royal Commission on 
Dominion-Provincial Relations shows, for the period 1958-1940, that the ratio 
varied between 12.8 percent and 13.5 percent. 


when referring to the construction industry as 4@ field of employment 
distinetion has to be made betweer the ectivity of the wage carners and the gain- 
fully occupied. Jage earners are persons who work for 4 salary or wage ilrrospece 
tive of the nature of their employment. Cainfully cecupled persons include wage 
earners, individual enterprisers (e.g. an independent earpenter) and unpaid 
labourers who receive their payment mainly in kind (e.g. a farmer's son). 


An analysis of construction as a field of employment for the period 
' 1936-1940 gives the following picture: 


(1) Ratio of the number of wage earners in construction 
exeluding constructien work undertaken directly by 
the public authorities to all wage Garnersesesecece 3.2 pergent 


(2) Ratio of gainfully occupied in censtruction cxclud- 
ing construction work undertaken directly by the 
public authorities to all gainfully occuplcdeeecece Seo porcont 


(3) Ratio of the number of wage earners in construction 
proper (including construction work undertaken 
directly by the public authorities) and in the con- 
struction material supplying end transporting indus~ 
tries to all wage CATNETS ses cccsersceccereseverevsetler yereent 


’ oe So ee 
/ ara iw i 
i By CHL 3 . 


1 ate greys es att i 
eben Dente RE BIE Bee Nn 


i daha ies: Tang t zou Agu ") 
yer fy r he ie Mery 5 Soin ow toe 


‘ 


‘pee ‘hives ay pry queaganee! 8 ait ei 
fee poe Of Qa. <dnerattiay Bae), Ofte, agar 
Go he, bids Bice Suter’ its ke es ere oe yee) mee 4 | 

shai art, POR. oY) i h sheehd Pao dd ea ebtdloy aay Bag arondt ee 

dened mips bo Listy Rie PGR, augue at PORES, 


era 


th 43 ‘" : , : = te ie at ee aS ay 1 in , is i) ee 2 ie? Yat 
tid ae ah. ‘heyd OPEL bu Summ Dy ee rele eee “Keay? wok atele ‘hae ‘eeaew: 4o. noabis 
ude poschute a Te eA ee ue hehe Rat (1 Lot a SshansOn F wieht hae waded 
He ee ia Bie. Hen 2 ol + biog Bobie tine Dd moose’ Lashed Gao ae, 
: ae ae oe f° ni Ay xj ld end. Mey Ben whe mt, ao elter SR ORE, bie 
wang pet bee “bets vd bi ado wf Qe is Ens EVI SS ‘bao ‘ 
Pe: Be ea jy oD: bbe id eh él paeAsia! sO best, AS aed Bead: am 
‘a nae. Th. RUS ee ott Bs Ory [tod dope iw Leos Hies, ae 
pd tp let OUP OR imin® AL eure WEOAD -.aeaa I Bay AO. e HONE 
oN Ee. Ga et’ : A chuen BLORD, mENY te buent DIL ‘Bom WE. Yc, ont Wi 
inks OVER oe: Camm BRE pt oO 2 oon then phos, oe 


= 


o aes oer Cet) iia of _aS veiw Be Erg ei, aise ‘eit 


¢ a Aue ‘ . Me oat RY bid Ld Bas yh + ARE MG be EY VL Re iby. Va bersnea st 
i ae “jut ee igs oy tut hagas? AAA Ox BER, dog tada 
a te Hath Cie wey ee 90 Gort ON SOG as bart B58 AB semen ‘02 


fie, fens bw iB. witty Seuior too? Daa. Bs FIGS). One 208 to. outa im —— 
Paes Sw OTe CHB Goo oe Dy Be he eae. fot LOOT, aad ¢ yt po tua as #50 
MACE ig | sittd PAE hy > Ale Lbaye Fi runes att wits 1 Oy" eG, NE PRO Loaledt 4 

| | iri ea Rhee 1 Sete dawartog 8 
ce. agit einen cath bs atid tea, wis ay Subtirte ra i 
paty. acl, bad Wray opty ob! Lo UVa cdl auowded phic ea oe han 
wareea atte F oy ee 4 wae, Bt te Ys sf Shih he ‘ouw ROR S AG, i . tom toe oe Saas). “hake Dies 


: : ; on 
Yui PO Lote a ote Bek, Oot. reek Fan : “+s Pelpiyes | ate, Meads te tan a 
& ee wad ea 


Me Ai DOG | care rich 3% *6 pes sa athe “es ste} ane ttarkiond by Aheyilvihe £ 
TOR, at. PAs Lcit,, OR By wie ee ht ene ia One oe “healt, eysiers eal: 


ere dear os Svs ep ae Bide Fe 


Pury evi eat. vy 


i tok. tine (ome tO Riek? 8 ay poldowsdnnno te okay Fase th” ean 
oe Nee . ae ruutong WIL Lo? wet ave ey « 


Uh Ket OOM Noes V0 EE eeuartiies can +0 phenaa sag he “aids 
Devas yh ‘ye -Yd@ooncs noededtebik! sew ne dep urnd esto grt feta) © y 
rE OK GRES aaah ate Ale aartiens sg ‘gat ai ane a hiding dietieia ss i 


Mo tro wedened, 22 winntne owen 0 pre ‘ade i ‘oasin | 

,  calarre bey gw 99 krosnehanoe 30h ho Jouh). sie 

i ie pres ‘gale kd; be {awd Lrodtum 9 kidgq: oils” et thie otf 

aha ot ems hae Lidrcgeaas + pas BIN taogon pique aOgdourde- 
Airs aha "Re Aa ea gee) ae vote eth meme iastianas git) 


5 


Maite fe 
Lia ae } 
tes 


‘ ~ 138 - 


(4) Ratio of gainfully oecupied in construction proper 
(including construction work undertaken directly by 
the oublic authorities) and in the construction 
materisl supplying end transporting industries to 
B11 gainfully OC CUDLEd. .c-taervercvcesrrrerenessene 7.3 percent 


. it has been pointed out how importent it is to be in a positicn to 
determine the size of employment in the construction material supplying and 
transporting industries, also called indirect employment. No systematic analysis 
of this tyoe of employment has been done in Canada. Such calculations, however, 
have been made in the United Stetes, Sweden, Russin and Germany end have proved 
of great usefulness to the countries concerned for the purpose of plenning ahead 
the allocation of labour supplies. 


A comparison of the physical volume of construction with the 
physical volume of iron and stecl, of carlondings and of ol] business brings out 
the great flustustions which constrvction industry underwent during the period 
1929-1942. The short presentation of the consequences of a sudcen decline in the 
volume of construction aetivity, which has been given in Section VI, makes clear 
the need for giving special considerstion to the oroblem of how to assure 4 
grenter stability of the construction industry in the post-war period, 


Some relevent compurisons of the Canadian construction industry 
with its eyuivalent in the United States have been made in Section VII. It is 
noted that the authoritics in thse United States experienced similar difficulties 
to the authorities in Cenadea in their endeavour to make the statistics on con- 
struction ss complete as possible. This analysis shows that with the exception 
of 1930 and 1931 the netionsl income in Canada decreased at uslower pace than in 
the United States. Fron 1934 onwards national income in Canada recovered at a 
faster pace than in the United States. he same phenomenon could be noted with 
regard to income originsting in construction in Caneda und in the United States. 
It follows thet in reletion to the 1929 level and as fer os unadjusted dollar 
values indicate, C»nade suffered less from the depression sind reached, in its 
recovery, 2 higher point than the United States. 


An analysis of the importsunce of the construction industry for the 
Canadian cconomy is not complete unless the sccondary effects of construction 
expenditures are considured. The secondary effects produced by a given volume of 
primary employment in the construction field may be summarized as follows: 


(1) Additional employment is created by the necessity to 
maintsin new structures. 


(2) Employment is created in eertain appliance and durable 
consumer goods industries which provide the new 
structures with the appliances. (e.g. refrigerator) 
end the durable consumer goods (e.g, carpets) required. 


(3) Secondary employment is created in all consumer goods 
industries because of the increased funds et the dis- 
posal of those employed in construction (primary 
employment). 


A mumber of Canadians have repeatedly emphasized the importance of 
these secondary effects of construction on the Canadien economy. A selected 
number of views held by a cross-section of Canadians is analyzed in Section VIII. 
Furthermore, the views held by a number of suthoritics and economists in Great 
Britain and in the United States is critically examined. 


It is found that the range of the volume of secondary employment 
caused by a given volume of primary employment is great and depends on a number 
of factors. One of the most important factors is the timing factor. Thie 
factor has to be taken into consideratio: when plins for post-war conetruction 
projects and other projects contributing to the economic welfare of the country 
are being made. Only if such plans are made well ahead of time, will it be 
possible to put them into effect when it eppears to the test advantage of the 
country. 
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There is no doubt that « properly organizea and efficiently 
working construction industry can make an important contribution to the post- 
war economy. It is, however, important to roneuber that the construction in- 
dustry is neither the sole source of prosperity of a country nor can increased 
exoenditure for ccgucdh Ne purposes alons solve the unemployment problen, 

The particular merits of the construction industry, in addition te the fact that 
it creates durable eenirhy have been described in Sectioh VIII as follows: 


(1) Although, compared with the total labcur potential of Canada, 
construction expenditur es Teme direct and indirect envloy- 
ment for a rclatively small sroup, it nevertheless affects a 
grest nuaber of tredes and a wide range of gainfully occupied 
persons in practically every part of the country. 


(2) Construction is one of the most visibl<: economic activities 
for the public eye. If a considsrable increase of construc- 
tion setivity takes place throughout the country, it brings 
clearly before the publie the fact thet we are travelling on 

road towards a betterment of economic conditions. Thsse 

visible effects of const ruction expenditure definitely assist 
in bringing back confidence in business which is so important 


for a well functioning cconomic organisn 


re 


In conclusion it mav be said that if the expectations set in 
the effects of a construction program are not set too igh they are iiksly te 
be realized. Thus, the construction industry can make an important contribution 
to full employment as desired for the post-war period. a W.C. Cla¥k said 
when he spoke about housing: ‘I belisve that if ws succeed in finding a way 
by which the building industry is able to provide decent homes for the mass 
of our people, we shall also have i one of the most important avenues to 
renewed end continuing vrosperity, not only for all those now in the house- 
building industry, but aiso for cur whois cconony.” 1) This statement can 
id ap well be adapted to the ecnstruction industry as a whole by sa ra: that if 
we find a way by which hal “yoteatialitics oe the construction industry are 
ae exploited, then we shali al ne “ound one of the most ieee avenucs 
oO renewed and fontinuing prosoer nost-war era, 
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(1) W.C. Clark: "Housing", Delhousiec University Bulletins on Public Affairs, 
Wi oprelizax, 19S8s-p. & 
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APPENDIA I 


‘TABLE XVI 
COMPARISON OF NET PRODUCTION IN CONSTRUCTION WITH NET 
PRODUCTION Of ALL (MATERIAL) INDUSTRIES CONTAINED 1N 
PROFESSOR J. A. COOTE'S REPORT ON "IMPACT OF WARTIME 
CONTROLS ON THE CONSTRUCTION INDUSTRY”, (1) 


1923 = 1938 


pees een 


Year Net Production of Net Production of rercent of Total 
Construction All (Material) In- 
(2) dustries 
(3) 
Million Dollars Million Dollars 

1923 Bleek 5,051.4 6.95 
1924 eve d eR Rai y= 6.2 
1925 202.1 by devel 6el 
1926 PASE 3,515.4 6.95 
1927 317 69 5896435 8.19 
1928 aye Baa 4,122,5 Vets 
1929 456,7 3,946.46 9,75 
1980 Lonaed 3,216.7 9.25 
1931 205.0 2,900.2 8.2 
1932 66.5 210269 4.1 
1933 63.2 2,062.5 306 
1934 115.4 2255 —% Dea 
1935 120.8 2,569. 0 Det 
1936 Looe 2,665,8 5.2 
1937 176,0 2,993.5 5.97% 
1938 LTO.0 2,974 6% 5.95 


ALE ARE I ONG A FGM RS ON AEN a RN A NG NN me gl A aN OR Nc A AE a ROS SE HA eS te ne a 


Average 1922 = 1938 6.48 


Fees art Os ne Ls ORES LT EF OD, tee hes ek Ost es A eet set ee 


(1) Date talen from Canada Year Books for the relevant years. 


(2) "Net Production" of oonstruction refers only to the contribution of cone 
struction industry proper and excludes ie contribution of the construotion 
material supplying and transporting industries, 


(3) "Net Produetion" of all material industries refers, according to the 
Pominion Bureau of Statisties' classification, to the following nine main 
branches of production: agrioulture, torestry, fishing, trapping, mining, 
elentricity, eonstruction and repair, and manufacturing. This range of 
economies activity does not cover the whole of Canadian onterprise. The 
"Commodity Handling Division" including transportation, coimunications and 
trade, and the "Facilitating Division" including banking and finance, govern] 
ment activities, an@ service excluding eustom and repair ars not considered, 
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TABLE XXVIT 


COMPARISON OF WAGES AND SALARIES PAID IN "PRIVATE CONSTRUCTION" WITH 
TOTAL OF WAGES AND SALARIES CONTAINED IN PROFESSOR J. A. COOTE'S RE 
PORT ON “IMPACT OF WARTIME CONTROLS ON THE CONSTRUCTION INDUSTRY". (1) 


1926 = 1940 
a 
Year Private All Canada Percent of Total 
Construction 
(2) . 
Million Million 
Dollars Dollars 
1926 V4.5 riety Aan 6.0 
1927 oe 2,515.8 5.8 
1928 174. A EET 6.4 
1929 clove 2,900.5 7.4 
1930 176.8 2,642.2 6.6 
1931 143.6 2,269.4 6.3 
1932 Tou? 1,250.6 Wet 
1933 46.6 1,674.9 2.8 
1934 47.8 1,813.8 2.6 
ise be) 62.0 1,984.0 LANA 
1936 7367 2131.9 3.46 
1937 107.4 Dey 0G) uy 
1938 106.8 2,440.3 4.37 
1939 110.0 2,552.1 4,3 
1940 146.7 3,058.2 4.75 


Average 1926 - 1940 4.82 


(1) Data taken from "National Income", Report for Royal Oommission on Dominion- 
Provincial Relations, Appendix 4, Ottawa, 1939, and “National Income 1937 - 
1940", Ottawa, January 1941. 


(2) "Private construction" does not include construction work undertaken directly 
by the Dominion Government, the Harbours Board, the Provincial governments, and 
the municipalities, but it includes construction work undertaken by private 
contractors for the above mentioned public authorities. The contributions of 

the construction material supplying and transporting industries are not con- 
sidered. 
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APPENDIX II 


THE COMPUTATION OF GROSS REVENUE OF BUILDING AND 
CONSTRUCTION BY THE DOMINION BUREAU OF STATISTICS. 
1919 - 1940 


CONTENTS 


Description of sources and methods used by the Dominion Bureau of Statis-~ 
tics. 


Table XXVIII, Operating accounts of the construction industry 1919 - 1940, 
revised sheet No. 1, construction work done by general and trade contrace 
tors and sub-contractors. 


Table XXIX. Operating accounts of the construction industry 1919-1940, 
revised sheet No. 2, construction work done by general and trade contracte 
tors and sub-contractors. 


Table XXX. ,Operating accounts of the construction industry 1919-1939, 
preliminary sheet No. l, construction work done by contractors and the 
public authorities. 


Table XXK1. Operating accounts of the construction industry 1919 - 1939, pree 
liminary sheet No. 2, construction work done by contractors and the public 
authorities. 
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A. DESCRIPTION OF SOURCES AND METAODS USED 
RY TER DOMINION BUREAIT OF STATISTICS. 


The Dominion Bureau of Statistics used the following sources 
ang methods for the purpose of computing gross revenue of building and con~ 
struction in Canada during 191¢-1940. 


in annuel census of construction was conducted by the Deminicn 
Bureau of Statistics From TOLo te oe ye We Le a ks doubtful whether the ¢co- 
onerating firms constituted a large section of the industry, valuable relation- 
shins were establishec. The census Was revived on an annual basis in 1954 and 
basic material is more adequate for subsequent years. tMacLean's Building 
Reports: furnish a continuous record of the value of contracts awarded to con-~ 
tractors with breakdowm by olasses and provinces. Prior to 1934, the decennial 
census is the best source of periodical information regarding the number of the 
gsinfully oceunied ans the remuneration of employess. 


1. Exnlanation of Tables ZAVITT and XAn. 
oe DAD ep pee Reed 6 eT a ER SDR SS ES Ere aa UTD SAAT NT oT 


(a) The gross revenue from 1919-1935 was obtained from con- 
struetion contracts awarded as cublished by Hueh C. MacLean Publications 

Limited in MacLean's Building Revorts. The data were smoothed by taking three 
years moving average with adjustment in the first three years, 1919-1921 on 

the basis of the annual census undertaken by the Bureau. The reports on the 
construction industry prepared by the Construction Branch of the Bureau were 

the source of the statistics of gross revenue for the period from 1254 to 1940, 
The value of work performed by general and trade contractors and sub-contractors 
was used in this connection. The construction and repairs undertaken by the 
Dominion and Provincisl govermnents, Farbours Boerd and Municinvalities were 

not considered in compiling Table XXVIII, as such operations received treatment 
elsewhere in the National Income Study of the Dominion Buresu of Statistics 4&6 

a pare OL governnental operations. Construction undertaken by the public 
authorities was considered in Te bile AAs 


(b) The cost of materials was derived from the annusl census 
from 1934 to the present. ‘The weights established in connection with the 

study of the cost of construction were applied to the gross revenue to deter- 
mine the cost of materials from 1919 to 1953. The method of arriving at the 


provortion of the revenues vaid for raw materials was as follows: 


As up to 1941 no monthly wage data were collected, the annual 
index on wage rates in the building trades as prepared by the Labour Department 
was used in this connection, An enquiry was made by the Bureau in 1924 to find 
the reletive cost of materials and wees in the construction industry. The pro- 
portion of 65 to 38 was obtained as a result of the enquiry. . The relations vary 
in other years according to the fluctuation in prices of materials and wage 
rates. The index of building materials in 1924 (106.6) was divided into the 
proportion of the cost of materials for the year (65), resulting in 4 uotient 
(61.0), The index number of building materials on the altered base was multi- 
ylied by 61.0, giving the proportion for the cost of building materials. 


After transferring to the 1926 base a similar vrocess was car~ 
ried through for the index of wage rates. The vercantsecs established in this 
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way were raised somewhat for the period from 1920 to 1950, the adjustment having 
been made so as to fecilitate the balancing of the account of the industry. Ths 
average percentage of gross revenues established through the annual census from 
1934 to 1936, inclusive, was anplied to the years 1951 to 1935,(1) 


(c) The "value added” was obtained by subtracting the cost of 
materials from the gross revenue, 


(ad) The computation of the general expenses was accomplished by 
establishing a vercentage rate of the value-added series, The results of the 
annual census from 1919 to 1921 were used as a guide in obtaining a vercentage 
for the early years. The trend in the manufacturing group as well as the 
preliminary savings of the construction group were used in determining the rate 
in subsequent years, The eross national product is the difference between the 
value added and the general expenses. 


(e) The fixed capital was computed as a percentage of the gross 
revenue, The percentage of fined capitel to the revenue was derived from the ro- 
lationship established in the period from 1935 to 1938, The value of buildings, 
land, equipment, machinery, tools and vehicles owned by senerel and trade con- 
tractors and sub-contractors were suumated for the purposes, A&A compilation from 
the balance sheets of vublic interest companies were examined for the extension 
of fixed capital for 1959 and 1940. The depreciation rate of 7,7 percent was 
determined by an examination of company reports tabulated in Stetistics of In- 
come of the Department of Internal Revenue, Washington, 


(£) The income originating was the difference betwoen the ross 
nztional product and the depreciation reserve. The same result would be obtain- 
ed by adding income payments received by individuals and the positive or 
negative savings, 


2, Explanation of Tables XXIX and XxX. 


Table ZXIX refers to construction undertaken by orivate con- 
tractors only, while Table ZAXT includes construction work directly undertaken 
by the public authorities. 


(a) The salaries and wages are products of the numbers by rates. 
It was found by analysis of the results for the Census that in 1950-31 the num- 
bers working on a full-time basis were 134,596 and the rate 328, The corres~ 
yonding data for the calendar year 1930 were 3atimated at 144,964 and 38438 , 
respectively, The indexes of the volume of construction as reported in the 
Monthly Review of Business Statistics(*) and indexes of employment were averaged, 
the result being used as an interpolating factor. The fluctuation from 1951 to 
1933 were determined by the index of volume only. As the number of employees 
given by the Census of 1921 appeared too high in comparison with other 
pertinent factors, the number was arbitrarily placed at 95,106 in 1920 anda the 
series adjusted from 1919 to 1925 accordingly. The rates were interpolated 
according to the index of wage rates inthe building trades as published in the 
Labour Gazette. 


The trend of employment reported by the. annual census was used in 
determining the number of employees for years subsequent to 1934, It was assumed 
that the numbers and rcwuneration reported for the industry included the working 
proprietors as well as the employees, The numbers of the employees was computed 
from 1934 to the present as a percentage of the gainfully occupied as indicated 
by the 1940 National Registration relationship. The rates were determined by the 


‘ 
yg 


(1) This methad of computavlion of gross revenus for 1931-1935 applies only to 
the revised estimate. Gross revenue for 1931-1933 was computed in the preliminzy 
astimate in the same way as for the years 1925-19350, 


(2) Dominion Bureau of Statistics: "Monthly Review of Business Statistics", p,8. 
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wage rate data of the Labour Gazette, the amount of the salaries and wages bee 
ing obtained by multiplication. The numbers and withdrawals of working proprie- 
tors for the pveriod were taken as residuals. 


(ob) Withdrawals of working proprietors for the period of 1919 to 
1933 were the products of eccmputed numbers and rates. The numbers were reported 
as 40,579 and 35,617 in 1921 and 1931, respectively. The average of the indexes 
of volume and employment was used as an interpolating factor. The rates were 
set at $1,835 in 1920 and $994 in 1930 and the index of wage rates published by 
the Department cf Labour was used for interpolation. 


(c) Other Labour Income consists of payments by the Workments 
Compensation Boards for injuries sustained while at work, 


(d) Net dividends and interest were compiled from Corporate 
Securities as published by MacLeans Publishing Company, Limited, 


(e) Payments to individuals comprise salaries and wages, other 
labour income, net dividends and interest and withdrawals. 


(f) Positive or Negative savings were obtained by subtracting ine 
ccme payments from inccme originating. 
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APPENDIX III 


List of Seleeted Sources Which Contain Original 
Information on the Construction Industry. 


Dominion Bureau of Statisties: Report on the Construction Industry, 


Dominion Bureau of Statistics: Canada Year Books, 
Dominion Bureau of Statistios: Population Census 1921 and 1931. 


Dominion Bureau of Statistics: Annual Reviews of the Employment Situation 
in Canada. 


Dominion Bureau of Statistics, Department of National War Services: Nation-~ 
al Registration 1940, : 


Dominion Bureau of Statistics: A number of monographs such as housing, 
unemployment, etc. 


Dominion Bureau of Statistics: National Ineome Study. 


Research Staff of the Royal Commission on Dominion=-Provincial Relations: 
National Income Study. 


Department of Labour: "Wages and Hours of Labour in Canada", 
Department of Labour: Annual Reports on Labour Organizations in Canadae 


Department of Labour: Reports on the "Organizations in Industry, Commerce 
and the Provisions in Canada", 


MacLean's Publishing Company: "MacLean's Building Reports”. 
A number of periodigals and trade journals such as “Daily Commercial News 
and Building Reeords", "ingineering and Contract Reeord", Building 


In Canada", eta. 


A number of pamphlets and articles published by associations and individuals 
interested in the aonstruction industry. 
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APPENDI« IV 


"Chart Showing Lebour Produced by Dominion Public Building - 
Winnipeg, Manitoba.” | 


1934 - 1935 


Galeulations undertaken by Carter-Halls-Aldinger Company Limited = 
General Contractors in Winnipeg. 


SUMMARY 


Wages and salaries to persons employed 


on the construetion project $ 423,300 
Expenditure for construction material 

and transportation services 711,000 
Overhead expenses and profits 272,700 
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Total  #1,407,000 
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Onesite employment created - man-hours 705,820 


Off-site employment created 1,075,360 
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Total 2,081,180 
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FIGURE XX 


\ — 
CHART SHOWING LABOR PRODUCED BY 
DEO w ote Lo ON P UB eh tas BU bet, Derk wae: 
WINNIPEG, MANITOBA 
UNDERTAKEN BY CARTER-HALLS-ALDINGER COMPANY, WINNIPEG 
IN 1934-1935 
GENERALS (00D Ce RECAP. OF CANADIAN LABOR PRODUCED BY THIS CONTRACT 
Digging ; AMOUNT MAN HOURS 
[ oreroe | 423,300 705 ,820 
$27 ,500 $27,500 = Cost of Labor For Digging DIRECT JOB LABOR $ ; 182 
©@ .40 At 40 MANUFACTURE 
40 cents per hour PRCRELOaT ‘ se : u 
i ON 711,000 1,375,360 
68,750 Equals 68,750 MAN HOURS i FABRICATION & TRANSPORTATI' ’ ’ ’ 
Engineerinel © (Accounting Field office OF MATERIALS USED ON THE JOB 
KEY TO DIAGRAM TOTAL $1,134,300 2,081,180 
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5,000 


$ 2,500 


@ .75 $ 1,134,300 EXPENDED ON LABOR IS 80 PER CENT OF CONTRACT 


12,500 


EXCAVATION STRUCTURAL STEEL 


DRAINAGE 
WATER-PROOFING 


igging|||Heuling! |Material| [Material Material] |Job 
For Manutac— 
Shoring ture & 


Transport 
27,500|} {$7,500 | |¢ 2,500 | |# 1,000 
@ .40 @ .40 @ .46 @-.40 
68,750} ] [18,750 6,250 2,500 


Cutting 


$75 ,000 
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150,000 


CONCRETE 


Aggregate 


Cement 
Manufacture 


2,081,180 MAN HOURS IS EQUIVALENT TO 1,300 MEN WORKING ONE YEAR OF 200 WORKING DAYS 
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